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JAMES A. FAKLEY ET AL. VS. CHARLES A. ALBERS, RECEIVER J 


In the District Court of the United States for the District of 

Columbia 


Xo. 59876. In Equity 

William L. O'Connell, as Receiver of Woodlawn Trust and 
Savings Bank, a Corporation, plaintiff 

VS. 

James A. Farley. Henry Morgentiiau. Jr., ani> Homer S. Cum¬ 
mings. as Trustees of the Postal Savings System, William A. 
Julian, as Treasurer of the United States of America and 
William A. Julian, as Treasurer of the Board of Trustees of 
the Postal Savings System, defendants 

United States of America. 

District of Columbia , ss: 

Be it remembered, that in the District Court of the United States 
for tlie District of Columbia, at the City of Washington, in said 
District, at the times hereinafter mentioned, the following papers 
were filed and proceedings had, in the above-entitled cause, to 
wit: 

1 Bill of complaint 

Filed Oct. 28. 1935 

In the Supreme Court of the District of Columbia 
Holding an Equity Court 
Xo. 59876. In Equity 

William L. O'Connell, as Receiver of Woodlawn Trust and 
Savings Bank, a Corporation, 7 South Dearborn Street, Chicago, 
Illinois, plaintiff 

VS . 

James A. Farley, Henry Morgentiiau. Jr., and Homer S. Cum¬ 
mings, as Trustees of the Postal Savings System, William A. 
Julian, as Treasurer of the United States of America and 
William A. Julian, as Treasurer of the Board of Trustees of 
the Postal Savings System, Washington, D. C., defendants 

To the Honorable Judges of the Supreme Court of the District of 
Columbia: 

Plaintiff respectfully shows to the Court as follows: 

1. Plaintiff is Receiver of Woodlawn Trust and Savings Bank, a 
corporation, by virtue of his appointment as such Receiver by the 
Auditor of Public Accounts of the State of Illinois pursuant to the 
statutes of the State of Illinois, as hereinafter more fully and par¬ 
ticularly shown, and brings this suit in his capacity as such Receiver. 

2. The Postal Savings System and a board of trustees, consisting 
of the Postmaster General, the Secretarv of the Treasury, and the 



Attorney General, severally, acting ex-officio, for the control, super¬ 
vision. and administration of the postal savings depository offices of 
said Postal Savings System and of the funds received as deposits at 
such postal savings depository offices, were created by an Act of 
Congress entitled “An Act to establish postal savings depositories for 
depositing savings at interest with the security of the Government 
for repayment thereof, and for other purposes,” approved 

2 June 25, 1010. James A. Farley is the Postmaster General, 
Henry Morgenthau. Jr., is the Secretary of the Treasury, and 

Homer S. Cummings is the Attorney General, and the said James A. 
Farley, Henry Morgenthau, Jr., and Homer S. Cummings, are, ex- 
officio, the persons constituting the Board of Trustees of the Postal 
Savings System, and this suit is brought against them in their ca¬ 
pacity as Trustees of the Postal Savings System. The defendant 
William A. Julian is Treasurer of the United States of America and 
as such is, by virtue of the Act of Congress above referred to, ex- 
officio Treasurer of the Board of Trustees of the Postal Savings Sys¬ 
tem, and this suit is brought against him in his capacity of Treasurer 
of the United States and also in his capacity of Treasurer of the 
Board of Trustees of the Postal Savings System. 

3. The plaintiff is a citizen of the United States and a resident of 
the City of Chicago, in the State of Illinois, and each of said de¬ 
fendants is a citizen of the United States and has his official residence 
in the City of Washington, in the District of Columbia. 

4. The Wood lawn Trust and Savings Bank was duly organized as 
a corporation on or about April 27, 1905, under and by virtue of an 
Act of the General Assembly of the State of Illinois entitled “An 
Act Concerning Corporations with Banking Powers,” as approved 
and subsequently amended as hereinafter more fully shown. 

5. By section 5 of Article XI of the Constitution of the State of 
Illinois, in force August 8, 1S70, and ever since up to the present 
time, it was and is provided as follows: 

“No act of the general assembly authorizing or creating corpora¬ 
tions or associations with banking powers, whether of issue, deposit, 
or discount, nor amendments thereto, shall go into effect or in any 
manner be in force unless the same shall be submitted to a 

3 vote of the people at the general election next succeeding the 
passage of the same, and be approved by a majority of all the 

votes cast at such election for or against such law.” 

6. The General Assembly of the State of Illinois, at the session 
which commenced January 5, 1887, and adjourned June 15, 1887, 
passed an Act entitled “An Act concerning corporations with bank¬ 
ing powers,” which Act was approved by the Governor of the State 
of Illinois on June 16, 1887, and was submitted to a vote of the 
people at the general election next succeeding the passage of the 
same, to wit, at the general election in November 1888. and was 
approved by a majority of all the votes cast at such election for or 
against such law. 

By section 1 of said Act it was provided as follows: 

“That on a ratification of this act by a vote of the people in 
accordance with the Constitution of this State it shall be lawful to 
form banks and banking associations for the purpose of discount 
and deposit, and to buy and sell exchange and do a general banking 
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business, excepting only issuing bills to circulate as money, and shall 
have power to loan money on personal and real security and accept 
and execute trusts.” 

By section 9 of said Act it was provided as follows: 

“Associations organized under this act shall be bodies corporate 
and politic for the period for which they may be organized, may sue 
and be sued, may have a common seal which they may alter or renew 
at pleasure, may own. possess, and may carry as assets the real estate 
necessary in which to do its banking business, and such other 

4 real estate to which it may obtain title in the collection of its 
debts, but shall not carry in its assets any real estate except 

its banking house for a period of more than five years after acquiring 
title to the same.” 

The General Assembly of the State of Illinois at the session which 
commenced January 9. 18S9, and adjourned sine die May 28, 1889, 
passed an Act entitled “An Act to amend sections one (1), six (6), 
and eleven (11), of an Act entitled ‘An Act concerning corporations 
with banking powers,’ approved June 10. 1887,” which act was ap¬ 
proved by the Governor of the State of Illinois on June 3, 1889, and 
was submitted to a vote of the people at the general election next 
succeeding the passage of the same, to wit, at the general election 
in November 1890, and was approved by a majority of all the votes 
cast at such election for or against such law. 

By section 1 of said Act it was provided, among other things, as 
follows: 

“That sections one (1), six (G), and eleven (11) of an Act entitled 
‘An Act concerning corporations with banking powers,’ approved 
June 1G, 1887, be amended so as to read as follows: 

“Section 1 . That on a ratification of this Act by a vote of the 
people in accordance with the Constitution of this State it shall be 
lawful to form banks and banking associations, as hereinafter pro¬ 
vided. for the purpose of discount and deposit, buying and selling 
exchange, and doing a general banking business, excepting the issuing 
of bills to circulate as money, and such banks or banking associations 
shall have the power to loan money on personal and real estate 

5 security, and to accept and execute trusts.” 

The sections of said Acts hereinabove in this paragraph set 
forth were the only sections of said Acts conferring powers, with 
reference to the transaction of business, upon banking corporations 
organized under said Act entitled “An Act concerning corporations 
with banking powers.” as amended, at the time of the organization 
of the said Wood lawn Trust and Savings Bank under and by virtue 
of said Act concerning corporations with banking powers, as 
amended, as aforesaid, and up to the time of the approval by the 
voters of an Act to revise the law with relation to banks and bank¬ 
ing. hereinafter more particularly referred to. 

7. The General Assembly of the State of Illinois, at the session 
which commenced January 8. 1919. and adjourned sine die June 30, 
1919. passed an Act entitled “An Act to revise the law with relation 
to banks and banking.” which Act was approved by the Governor 
of the State of Illinois on June 23. 1919, and was submitted to a vote 
of the people at the general election next succeeding the passage of 
the same, to wit, at the general election in November 1920. and was 
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approved by a majority of all the votes cast at such election for or 
against such law. 

By section 1 of said Act it was provided as follows: 

"That on a ratification of this Act by a vote of the people in 
accordance with the Constitution of this State, it shall be lawful to 
form banks and banking associations, as hereinafter provided, for 
the purpose of discount and deposit, buying and selling exchange 
and doing a general banking business, excepting the issuing of bills 
to circulate as money; and such banks or banking associations shall 
have the power to loan money on personal and real estate 
C security, and to accept and execute trusts." 

By section 9 of said Act it was provided as follows: 

“Associations organized under this act shall be bodies corporate and 
politic for the period for which they may be organized, may sue and 
be sued, may have a common seal which they may alter or renew at 
pleasure, may own, possess and may carry as assets the real estate 
necessary in which to do its banking business, and such other real 
estate to which it may obtain title in the collection of its debts, but 
shall not carry in its assets any real estate except its banking house 
for the period of more than five years after acquiring title to the 
same." 

Bv section 12 of said Act it was and is provided that “All corpora¬ 
tions with banking powers existing by virtue of any special charter 
or general law of this State, shall be subject to the provisions and 
requirements of this Act in every particular, as if organized under 
this Act.” 

The General Assembly of the State of Illinois, at the session which 
commenced January 9. 1929. and adjourned sine die June 20. 1929, 
passed an Act entitled “An Act to amend sections 1. 2. 4. 5. 7. 8. 9. 10, 
11. 12. 13. 14, 15. and 15 1 /-* of ‘An Act to revise the law with relation 
to banks and banking.’ approved June 23, 1919, as amended, and to 
add to said Act a new section to be known as section 1114.” which Act 
was approved by the Governor of the State of Illinois on June 4, 
1929. and was submitted to a vote of the people at the general elec¬ 
tion next succeeding the passage of the same, to wit. at the general 
election in November 1930, and was approved by a majority of 
7 all the votes cast at such election for or against such law. 

By section 1 of said Act it was and is provided as follows: 

“It shall be lawful to form banks and banking associations, as 
hereinafter provided, for the purpose of discount and deposit, buying 
and selling exchange and doing a general banking business, excepting 
the issuing of bills to circulate as money; and such banks or banking 
associations shall have the power to loan money on personal and real 
estate security, and to accept and execute trusts, and shall be subject 
to all of the provisions of this Act.” 

By section 9 of said Act ii was and is provided as follows: 

“Associations organized under this Act shall be bodies corporate 
and politic for the period for which they may be organized, may sue 
and be sued, may have a common seal which they may alter or renew 
at pleasure, may own. possess, and may carry as assets the real estate 
necessary in which to do its banking business, and such other real 
estate to which it may obtain title in the collection of its debts, but 
shall not carry in its assets any real estate except its banking house 
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for the period of more than five years after acquiring title to the 
same.” 

The sections of said Acts hereinabove in this paragraph set forth 
were the only sections of said Acts conferring powers, with reference 
to the transaction of business, upon banking corporations organized 
under said Act entitled “A 11 Act concerning corporations with bank¬ 
ing powers,” as amended, or under said Act entitled “An Act to 

8 revise the law with relation to banks and banking.” as amended, 
from the time of the approval by the voters of the said Act 

to revise the law with relation to banks and banking until the ap¬ 
pointment of a receiver for said Woodlawn Trust and Savings Bank 
on July 1, 1932, as hereinafter more fully shown. 

8. By section 11 of the said Act to revise the law with relation to 
banks and banking, as amended as aforesaid, it was and is, in part, 
provided as follows: 

‘‘Should the capital stock of any bank organized under this Act 
become impaired, the Auditor shall give notice to the directors 
to have the impairment made good bv assessment of the stock¬ 
holders, pro rata, for an amount, if necessary, equal to the par 
value of the stock held by each, or to reduce "the capital stock of 
such bank, if the reduction should not bring the capital below the 
provisions of this section, and if any stockholder or stockholders of 
such bank shall neglect or refuse after thirty days notice to pay the 
assessment as provided in this section it shall be the duty of the 
board of directors to cause a sufficient amount of the capital stock 
of such stockholder or stockholders to be sold at public auction (after 
twenty days notice shall be given by posting such notice of sale in 
the office of the bank, and by publishing such notice in a newspaper 
of the city or town in which the bank is located or in a newspaper 
published nearest thereto) to make good the deficiency, and the bal¬ 
ance. if any, shall be returned to such delinquent stockholder or 
stockholders. If the capital stock of said bank shall remain im¬ 
paired for sixty days after such notice by the Auditor, or, 

9 if it appears from the reports made to the Auditor under this 
Act, or from any examination made by or on behalf of the 

Auditor that the conditions of any bank organized under this Act 
are such that the impairment of the capital stock cannot be made 
good or if in the opinion of the Auditor, it is operating with an 
insufficient portion of its assets in cash or readily convertible securi¬ 
ties, or that the business of any such bank is being conducted in an 
illegal, fraudulent or unsafe manner, he may. in his discretion, with¬ 
out having taken the steps provided in this section to make good the 
impaired capital stock, forthwith, for the purpose of reorganization 
or liquidation through receivership, take possession and control of 
the banking house, furniture and fixtures, books, records and assets 
of every description, of such bank. If the Auditor determines that 
the bank cannot be reorganized and that the same should be liqui¬ 
dated through receivership lie shall appoint a receiver, and require 
of him such bond and security as he deems proper. Such receiver, 
under the direction of the Auditor, shall take possession of, and for 
the purpose of the receivership, the title to. the books, records and 
assets of every description of such bank, and shall proceed to collect 
all debts, dues and claims belonging to it, and. upon the order of a 
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court of record of tlie County in which said bank is located, may 
sell or compound all bad or doubtful debts, and on a like order may 
sell the real and personal property of such bank, on such terms as 
the court shall direct. 

“Such receiver shall have authority to sue and defend in his 

10 own name with respect to the atFairs, assets, claims, debts and 
choses in action of such bank/’ 

9. From and after its organization as a corporation and up to 
and until June 22, 1932, the said Woodlawn Trust and Savings 
Bank operated a State bank in the City of Chicago, in Cook 
County, Illinois, under and pursuant to the authority conferred 
upon it by virtue of its organization as a corporation, as aforesaid, 
under the said Act of the General Assembly of the State of Illinois 
entitled “An Act concerning corporations with banking powers,” as 
approved and subsequently amended as hereinabove shown. On or 
about June 22, 1932, the Auditor of Public Accounts of the State 
of Illinois found that the capital stock of said Woodlawn Trust, 
and Savings Bank had become impaired and that the condition of 
said bank was such that said impairment could not be made good, 
and thereupon took control of the property, assets, and effects of 
said bank and prohibited the carrying on by it of any banking busi¬ 
ness. and thereafter, on July 1, 1932. appointed one H. C. Vernon 
to act as receiver of the assets, property, and effects of said Wood- 
lawn Trust and Savings Bank, which action of the said Auditor 
of Public Accounts of the State of Illinois in closing the said Wood- 
lawn Trust and Savings Bank and taking possession of its books, 
records, assets, property, and effects and in appointing said H. C. 
Vernon receiver thereof, was approved by an order or decree entered 
by the Circuit Court of Cook County. Illinois, on November 9, 1932, 
in a certain suit then and still pending in said court entitled. “People 
of the State of Illinois ex rel. Oscar Nelson, as Auditor of Public 
Accounts of the State of Illinois vs. Woodlawn Trust and Savings 
Bank, a corporation.” Said H. C. Vernon, by virtue of said ap¬ 
pointment. acted as such receiver until January 13, 1934, on 

11 which date, by reason of the resignation of said H. C. Vernon 
as such receiver, the Auditor of Public Accounts of the State 

of Illinois appointed plaintiff. William L. O’Connell, as the suc¬ 
cessor receiver of said 'Woodlawn Trust and Savings Bank and to 
act in the place and stead of said H. C. Vernon as receiver of said 
bank. Thereupon on, towit, January 13, 1934. plaintiff, William L. 
O’Connell, duly qualified as such receiver, and took possession of, 
and for the purpose of the receivership the title to, the books, rec¬ 
ords, and assets of every description of said Woodlawn Trust and 
Savings Bank, except possession of the assets hereinafter referred 
to, and has ever since been and now is the Receiver of said Wood¬ 
lawn Trust and Savings Bank by virtue of such appointment pur¬ 
suant to the said statutes of the State of Illinois. The resignation 
of the said H. C. Vernon, as receiver of said Woodlawn Trust and 
Savings Bank, was approved, recognized, and accepted by an order 
entered by the Circuit Court of Cook County, Illinois, ori February 
26, 1934. in the said suit entitled “People of the State of Illinois 
ex rel. Oscar Nelson, as Auditor of Public Accounts of the State of 
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I 


Illinois vs. Woodlawn Trust and Saving Bank, a corporation,” 
and by the same order the said appointment, qualification, and func¬ 
tionin'; of plaintiff, as successor receiver of said bank, was made a 
matter of record in said suit. 

10. At the time the plaintiff was appointed receiver of said Wood- 
lawn Trust and Savings Bank, as aforesaid, a part of the assets of 
said Woodlawn Trust and Savings Bank were, and a part of said 
assets still are, in the possession of the defendant William A. Julian, 
either as Treasurer of the United States or as Treasurer of the 
Board of Trustees of the Postal Savings System, by reason of the 
purported pledging of said assets by said Woodlawn Trust and 
Savings Bank, prior to the appointment of said H. C. Vernon as 

receiver of said Woodlawn Trust and Savings Bank, to secure 

12 deposits of postal savings funds to the credit of the Board 
of Trustees of the Postal Savings System in the bank operated 

by said Woodlawn Trust and Savings Bank in the City of Chicago, 
Illinois, as aforesaid, which deposits were made prior to the closing 
of the bank of said Woodlawn Trust and Savings Bank by the 
Auditor of Public Accounts of the State of Illinois, as aforesaid; 
that plaintiff is informed and believes, and so states the fact to be, 
that the said pledging of said assets of said Woodlawn Trust and 
Savings Bank was ultra vires, illegal and void, and that plaintiff is 
entitled to recover the same for the use and benefit of the depositors 
and creditors of said Woodlawn Trust and Savings Bank. 

11. By the Act of Congress hereinabove referred to, creating the 
Postal Savings System and a board of trustees for the control, 
supervision, and administration thereof, the power was conferred 
upon said board of trustees to make all necessary and proper regu¬ 
lations for the receipt, transmittal, custody, deposit, investment, and 
repayment of the funds deposited at postal savings depository offices, 
and, pursuant thereto, sometime prior to July 1, 1013, the Board of 
Trustees of the Postal Savings System promulgated and issued certain 
regulations for the guidance of qualified banks and others con¬ 
cerned. effective July 1. 1913, which regulations, as plaintiff is in¬ 
formed and believes, and so states the fact to be, remained and 
continued in force and effect until after the closing of the bank of 
said Woodlawn Trust and Savings Bank by the Auditor of Public 
Accounts of the State of Illinois, as aforesaid. A copy of said 
Regulations is hereto attached, marked “Exhibit 1,” and made a part 
of this bill of complaint. 

By said Act of Congress it was, in part, further provided that 
postal savings funds received by postmasters at postal savings 
depository offices under the provisions of said Act should 

13 be deposited in solvent banks, whether organized under na¬ 
tional or state laws, being subject to national or state super¬ 
vision and examination: that the board of trustees should take from 
such banks such security in public bonds or other securities, sup¬ 
ported by the taxing power, as the board should prescribe, approve, 
and deem sufficient and necessary to insure the safety and prompt 
payment of such deposits on demand; and that postal savings, or 
any part of such funds, might be at any time withdrawn from banks 
for the repayment of postal savings depositors when required for 

85732—38-2 
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that purpose, and not exceeding: thirty per centum of the amount 
of such funds might at any time be withdrawn by the trustees for 
investment in bonds or other securities of the United States. 

12. Plaintiff is informed and believes, and so states the fact to 
be. that shortly after the Act of Congress providing: for the Postal 
Savings System and creating said Board of Trustees became effec¬ 
tive. the exact time being unknown to the plaintiff, said Woodlawn 
Trust and Savings Bank made application, in accordance with the 
Regulations promulgated and issued by the Board of Trustees of 
the Postal Savings System, to qualify for deposits of postal savings 
funds, and thereafter from time to time, until the closing of the 
bank of the Woodlawn Trust and Savings Bank by the Auditor of 
Public Accounts of the State of Illinois, as aforesaid, postal savings 
funds were deposited to the credit of the Board of Trustees of the 
Postal Savings System in the bank operated by said Woodlawn 
Trust and Savings Bank in the City of Chicago, in the State of 
Illinois, and. to secure the repayment of such deposits, said Wood¬ 
lawn Trust and Savings Bank turned over and delivered to and pur¬ 
ported to pledge with the Treasurer of the United States various 
bonds constituting a part of the assets of said Woodlawn Trust 
14 and Savings Bank. Plaintiff is without knowledge whether 
said bonds were turned over and delivered to and pledged 
with the Treasurer of the United States in his official capacity of 
Treasurer of the United States or in his official capacity of Treasurer 
of the Board of Trustees of the Postal Savings System, and there¬ 
fore brings this suit against the defendant William A. Julian as 
Treasurer of the United States and also as Treasurer of the Board 
of Trustees of the Postal Savings System. Plaintiff is informed 
and believes, and so states the fact to be. that among the bonds so 
turned over and delivered and pledged, the said William A. Julian, 
its Treasurer of the United States or as Treasurer of the Board of 


Trustees of the Postal Savings System, still holds and retains and 
has possession of bonds described as follows, which are part of the 
assets of said Woodlawn Trust and Savings Bank: 

Fifty eight (.>8) 3% United States Treasury Bonds, dated Sep¬ 
tember 15. 1031, redeemable September 15, 1051. due September 15, 
1955. in the aggregate principal amount of $274,500, the said bonds 
being numbered, respectivelv. 248, 282. 283. 284. 285, 0000. 0001, 
0004. 6605. 0007. 0000. 0011, *0013, 0614. 14410, 14420. 14470. 15307, 


15368, 15300. 15370. 19030. 19057, 10950, 20215, 23290, 23580, 23682, 


24004, 24043, 24044. 24048, 24049. 47805, 47800. 47807. 47898, 47899, 


47000, 47001. 51806. 51867, 51868. 51800. 51870. 72300. 72301, 72302, 


72303, 72304, 72305, 72300, 72307, 74545. 74540, 74547. 74548, and 
74549. 


Seven (7) 3%% United States Coupon Treasury Bonds, dated 

June 15, 1027. redeemable June 15, 1043. due June 15, 1947, in the 
aggregate principal amount of $7,000. the said bonds being num¬ 
bered, respectivelv, 00052703, 00052704, 00052705. 00052706. 00052707, 
00052708, and 00052709. 

Five (5) 4% Coupon Bonds of the Territory of Hawaii (Public 
Improvement. Series of 1012-13), dated September 3. 1012, due Sep¬ 
tember 3. 1042. in the aggregate principal amount of $5,000, the said 
bonds being numbered, respectively, 976, 977, 978, 979, and 980. 
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Ten (10) 414% Coupon Bonds of the State of Alabama (Series 
“C” Public Road, Highway & Bridge Bonds) dated December 1, 
1923, due December 1. 1938, in the aggregate principal amount of 
$10,000, the said bonds being numbered, respectively, 9344, 9345, 9346, 


9347, 9348, 9349. 9350. 9351. 9352, and 9353. 


15 Ten (10) 4%% Coupon Bonds of the State of Arkansas 
(State Toll Bridge Bonds), dated November 1. 1930. due No¬ 
vember 1, 1938, in the aggregate principal amount of $10,000, the 
said bonds being numbered, rcspectivelv, 382, 285, 386. 387, 404, 405, 
406, 407, 408, and 409. 

Ten (10) 4)4% Coupon Bonds of the State of California (Vet¬ 
erans Welfare Bond Act of 1929). dated February 1, 1931, due Feb¬ 
ruary 1, 1941, in the aggregate principal amount of $10,000, the said 
bonds being numbered, respectivelv, 1160, 1161, 1162, 1163, 1164, 1165, 
1166, 1167, 1168, and 1169. 

Ten (10) 4% Coupon Bonds of the City of Chicago, Illinois (Re¬ 
volving Fund Bonds), dated August 1, 1930, due January 1, 1936, 
in the aggregate principal amount of $10,000, the said bonds being 
numbered, respectively, 4021, 4022, 4023, 4024, 4025, 4026, 4027, 4028, 
4029. and 4030. 


Ten (10) 5% Bonds of School District Number 89 (Maywood), 
Cook County. Illinois (School Building Bonds), dated December 31, 
1930, due January 1, 1943, in the aggregate principal amount of 
$10,000, the said bonds being numbered, respectively, 41, 42, 43, 44, 45, 
51. 52, 53. 54, and 55. 


Ten (10) 4% Federal Farm Loan 4% Coupon Bonds of the Federal 
Land Bank of Houston, Texas, dated May 1, 1928, redeemable May 
1.1938, due May 1, 1958, in the aggregate principal amount of $10,000, 
the said bonds being numbered, respectively, M381,080, M381081, 
M381082. M381083, M381084. M381085, M381086, M3S1087, M381088, 
and M3810S9. 


Ten (10) 4% r ;< Coupon Bonds of the State of Illinois (Service Com¬ 
pensation Bonds, Series B), dated October 1, 1923, due August 1, 
1942, in the aggregate principal amount of $10,000. the said bonds 
being numbered, respectively, 13113, 13114, 13115, 13116, 13117, 
13118, 13119. 73120, 13121, and 13122. 

Ten (10) 5%% Coupon Bonds of the County of Lenoir, North 
Carolina (Road and Bridge Funding Bonds), dated April 1, 1919, 
in the aggregate principal amount of $10,000. said bonds numbered 
87, 88, 89, 90. 91. and 92 for $1,000 each due April 1, 1938, and said 
bonds numbered 97, 98, 99, and 100 for $1,000 each due April 1, 1939. 

Fifteen (15) 5% Coupon Bonds of the Board of Commissioners of 
the Port of New Orleans, Louisiana (Port Commission Serial Canal 
Gold Bonds), dated July 1. 1918, due July 1, 1957, in the aggregate 
principal amount of $15,000. the said bonds being numbered, respec¬ 
tively, A-3177, A-3178, A-3179, A-3180, A-3181, A-3182, A-3183, 
A-3184, A-3185, A-31S6, A-3187. A-3188, A-3189, A-3190, and 
A-3191. 


Ten (10) 4i/>% Coupon Bonds of the State of Louisiana 
16 (Highway Bonds, Series E), dated May 1, 1931, due May 1, 
1943, in the aggregate principal amount of $10,000, the said 
bonds being numbered, respectivelv. 2811. 2812. 2813. 2814, 2815, 2816, 
2817, 2818. 2819. and 2820. 
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that purpose, and not exceeding thirty per centum of the amount 
of such funds might at any time be withdrawn by the trustees for 
investment in bonds or other securities of the United States. 

12. Plaintiff is informed and believes, and so states the fact to 
be, that shortly after the Act of Congress providing for the Postal 
Savings System and creating said Board of Trustees became effec¬ 
tive. the exact time being unknown to the plaintiff, said Woodlawn 
Trust and Savings Bank made application, in accordance with the 
Regulations promulgated and issued by the Board of Trustees of 
the Postal Savings System, to qualify for deposits of postal savings 
funds, and thereafter from time to time, until the closing of the 
bank of the Woodlawn Trust and Savings Bank by the Auditor of 
Public Accounts of the State of Illinois, as aforesaid, postal savings 
funds were deposited to the credit of the Board of Trustees of the 
Postal Savings System in the bank operated by said Woodlawn 
Trust and Savings Bank in the City of Chicago, in the State of 
Illinois, and, to secure the repayment of such deposits, said Wood¬ 
lawn Trust and Savings Bank turned over and delivered to and pur¬ 
ported to pledge with the Treasurer of the United States various 
bonds constituting a part of the assets of said Woodlawn Trust 
14 and Savings Bank. Plaintiff is without knowledge whether 
said bonds were turned over and delivered to and pledged 
with the Treasurer of the United States in his official capacity of 
Treasurer of the United States or in his official capacity of Treasurer 
of the Board of Trustees of the Postal Savings System, and there¬ 
fore brings this suit against the defendant William A. Julian as 
Treasurer of the United States and also as Treasurer of the Board 
of Trustees of the Postal Savings System. Plaintiff is informed 
and believes, and so states the fact to be. that among the bonds so 
turned over and delivered and pledged, the said William A. Julian, 
as Treasurer of the United States or as Treasurer of the Board of 


Trustees of the Postal Savings System, still holds and retains and 
has possession of bonds described as follows, which are part of the 
assets of said Woodlawn Trust and Savings Bank: 

Fifty eight (58) 3% United States Treasury Bonds, dated Sep¬ 
tember 15, 1031, redeemable September 15, 1051, due September 15, 
1055, in the aggregate principal amount of $274,500, the said bonds 
being numbered, respectively, 248. 282, 283. 284. 285, 6000. 6601, 
6604, 6605. 6607. 6600, 6611/6613, 6614. 14410. 14420, 14476, 15367, 


15368, 15360, 15370, 10030. 10057, 10050, 20215, 23200, 23580, 23682, 


24004, 24043, 24044. 24048. 24040. 47805, 47806. 47807, 47808, 47S00, 


47000, 47001, 51866. 51867, 51868, 51860. 51870. 
72303, 72304, 72305, 72306, 72307, 74545, 74546 


72300, 72301. 72302, 
, 74547, 74548, and 


74540. 


Seven (7) 3%% United States Coupon Treasury Bonds, dated 

June 15, 1027, redeemable June 15, 1043. due June 15, 1047, in the 
aggregate principal amount of $7,000, the said bonds being num¬ 
bered, respect ivelv, 00052703, 00052704, 00052705, 00052706. 00052707, 
00052708, and 00052709. 

Five (5) 4% Coupon Bonds of the Territory of Hawaii (Public 
Improvement. Series of 1912-13), dated September 3. 1912. due Sep¬ 
tember 3, 1942. in the aggregate principal amount of $5,000. the said 
bonds being numbered, respectively, 976, 977, 978, 979, and 980. 
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Ten (10) 41 / 2 % Coupon Bonds of the State of Alabama (Series 
“C” Public Road, Highway & Bridge Bonds) dated December 1, 
1923, due December 1, 1938, in the aggregate principal amount of 
$10,000. the said bonds being numbered, respectively. 9344, 9345, 9346,. 
9347, 9348, 9349, 9350, 9351, 9352, and 9353/ 

15 Ten (10) 4%.% Coupon Bonds of the State of Arkansas 
(State Toll Bridge Bonds), dated November 1, 1930, due No¬ 
vember 1, 1938, in the aggregate principal amount of $10,000, the 
said bonds being numbered, respectively, 382, 2S5, 386, 387, 404. 405, 
406, 407, 408, and 409. 

Ten (10) 414 % Coupon Bonds of the State of California (Vet¬ 
erans Welfare Bond Act of 1929), dated February 1, 1931, due Feb¬ 
ruary 1, 1941, in the aggregate principal amount of $10,000, the said 
bonds being numbered, respectively, 1160,1161, 1162, 1163, 1164, 1165, 
1166, 1167, 1168, and 1169. 

Ten (10) 4% Coupon Bonds of the City of Chicago, Illinois (Re¬ 
volving Fund Bonds), dated August 1, 1930, due January 1, 1936, 
in the aggregate principal amount of $10,000, the said bonds being 
numbered, respectively, 4021, 4022, 4023, 4024, 4025, 4026, 4027, 4028, 
4029. and 4030. 

Ten (10) 5% Bonds of School District Number 89 (Maywood), 
Cook County, Illinois (School Building Bonds), dated December 31, 
1930, due January 1, 1943, in the aggregate principal amount of 
$10,(XX), the said bonds being numbered, respectively, 41, 42, 43, 44, 45, 
51. 52, 53. 54, and 55. 

Ten (]()) 4% Federal Farm Loan 4% Coupon Bonds of the Federal 
Land Bank of Houston, Texas, dated May 1, 1928, redeemable May 
1.1938. due May 1, 1958, in the aggregate principal amount of $10,000, 
the said bonds being numbered, respectively, M381080, M381081, 
M381082, M381083, M381084, M381085, M381086, M3S1087, M381088, 
and M381089. 

Ten (10) 434 % Coupon Bonds of the State of Illinois (Service Com¬ 
pensation Bonds, Series B), dated October 1, 1923, due August 1, 
1942, in the aggregate principal amount of $10,000, the said bonds 
being numbered, respectively, 13113, 13114, 13115, 13116, 13117, 
13118, 13119. >3120, 13121, and 13122. 

Ten (10) 51 / 2 % Coupon Bonds of the County of Lenoir, North 
Carolina (Road and Bridge Funding Bonds), dated April 1, 1919, 
in the aggregate principal amount of $10,000, said bonds numbered 
87, 88, 89, 90, 91, and 92 for $1,000 each due April 1, 1938, and said 
bonds numbered 97, 98, 99, and 100 for $1,000 each due April 1, 1939. 

Fifteen (15) 5% Coupon Bonds of the Board of Commissioners of 
the Port of New Orleans, Louisiana (Port Commission Serial Canal 
Gold Bonds), dated July 1, 1918, due July 1, 1957, in the aggregate 
principal amount of $15,000. the said bonds being numbered, respec¬ 
tively, A-3177, A-3178, A-3179, A-3180, A-3181, A-3182, A-3183, 
A-3184, A-3185, A-3186, A-3187. A-3188, A-3189, A-3190, and 
A-3191. 

Ten (10) 414% Coupon Bonds of the State of Louisiana 

16 (Highway Bonds, Series E), dated May 1, 1931, due May 1 
1943, in the aggregate principal amount of $10,000, the said 

bonds being numbered, respectively. 2811. 2812. 2813. 2814, 2815,2816, 
2817, 2818. 2819, and 2820. 
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Eight (8) 4Coupon Bonds of Montgomery County, Ohio (Edi¬ 
son Avenue Improvement Bonds), dated April 1, 1930, due October 1, 
1936, in the aggregate principal amount of $8,000, the said bonds 
being numbered, respectively. 43, 44. 45, 46, 47, 48, 49, and 50. 

Ten (10) ~> r f Coupon Bonds of the Proviso Township High School 
District No. 209. Illinois (School Building Bonds), dated July 1, 

1929, due July 1, 1938, in the aggregate principal amount of $10,000, 
the said bonds being numbered, respectively, 38, 39, 40, 41, 42, 43, 
44 45 46 and 4T 

Fifteen (15) 4% Bonds of the City of Seattle, Washington (Seattle 
Bridge Bonds. Series C-2, 1931). dated September 1, 1931, due Sep¬ 
tember 1. 1959, in the aggregate principal amount of $15,000, toe said 
bonds being numbered, respectively, 422, 423, 424, 425, 426, 427, 428, 
429,430, 431,432, 433. 434, 435. and 430. 

Ten (10) 4%% Coupon Bonds of the State of South Carolina 
(State Highway Certificate of Indebtedness), dated December 1, 

1930. due December 1, 1949. in the aggregate principal amount of 
$10,000, the said bonds being numbered, respectively, 16367, 16368, 
16309, 16370, 16371, 1G596, 16597, 16598.10599, and 16600. 

Five (5) 4% Bonds of the City of Toledo, Ohio (Grade Elimina¬ 
tion Bonds, Fourth Series), dated June 1, 1931, due September 1, 
1942, in the aggregate principal amount of $5,000, the said bonds being 
numbered, respectively, 74, 75, 76, 77, and 78. 

Five (5) 4 % Bonds of the City of Toledo. Ohio (University Farm 
Building Refunding Bonds), dated June 1, 1931, due September 1, 
1942, in the aggregate principal amount of $5,000, the said bonds 
being numbered, respectively, 42, 43, 44, 45. and 46. 

Ten (10) 514% Bonds of the City of Tulsa, Oklahoma (Sewer 
Mains and Sub-Main Bonds), dated July 1, 1921, due July 1, 1946, 
in the aggregate principal amount of $10,000, the said bonds being 
numbered, respectively, 276, 282, 283, 284, 285, 286, 287, 288, 2S9 V 
and 290. 

Five (5) 4% Coupon Bonds of the City of Waterloo, Iowa (Eight¬ 
eenth Street Bridge Bonds), dated July 1, 1931, due July 1, 1939, 
in the aggregate principal amount of $5,000, the said bonds being 
numbered, respectively, 34, 35, 36, 37. and 38. 

Five (5) T) r / r Coupon Bonds of the County of Wayne, North Caro¬ 
lina (School Funding Bonds), dated July 1, 1931, due July 1, 1936, 
in the aggregate principal amount of $5,000. the said bonds being 
numbered, respectively, 16,17, 18, 19, and 20. 

17 Five (5) 444% Coupon Bonds of the City of West Allis, 
Wisconsin (Storm Sewer Bonds for the year 1931), dated 
March 1, 1931, due March 1, 1944, in the aggregate principal amount 
of $5,000, the said bonds being numbered, respectively, 13, 14. 15, 16, 
and 17. 

Plaintiff is informed and believes, and so states the fact to be, that 
all of said bonds except said 3%% United States Coupon Treasury 
Bonds, dated June 15. 1927. in the aggregate principal amount o*f 
$7,000, which were delivered to and pledged with the Treasurer of 
the United States on or about July 2, 1927, and said 4% Coupon 
Bonds of the Territory of Hawaii (Public Improvement. Series of 
1912-13), dated September 3,1912, in the aggregate principal amount 
of $5,000, which were delivered to and pledged with the Treasurer of 


JAMES A. FARLEY ET AL. VS. CHARLES A. ALBERS, RECEIVER H 


the United States on or about October 22, 1913, were delivered to and | 
pledged with the Treasurer of the United States, as aforesaid, during 
the years 1931 and 1932, and that the said pledging or purported 
pledging of each and all of said bonds was ultra vires, illegal and 
void. 

13. Plaintiff is informed and believes, and so states the fact to be, 
that at the time of the appointment of the said H. C. Vernon as re¬ 
ceiver of said Woodlawn Trust and Savings Bank, as aforesaid, to 
wit, on July 1, 1932, the then Treasurer of the United States, either 
in his capacity of Treasurer of the United States or in his capacity 
of Treasurer of the Board of Trustees of the Postal Savings System, 
held in his possession certain other bonds which said Woodlawn | 
Trust and Savings Bank had theretofore turned over and delivered to 
and purported to pledge with the Treasurer of the United States to 
secure the repayment of deposits of postal savings funds to the credit 

of the Board of Trustees of the Postal Savings System in the bank , 
operated bv said Woodlawn Trust and Savings Bank in the City of 
Chicago, in the State of Illinois, including, as plaintiff is informed 
and believes, and so states the fact to be, bonds described as 
18 follows: 

Five (5) 4V*>% bonds of Lake View Township, Illinois 1 
(Park Improvement bonds), due July 15, 1934, in the aggregate prin¬ 
cipal amount of $5,000, the said bonds being numbered, respectively, 
241, 242, 243, 244, and 245. 

Four (4) 5% bonds of Proviso Township, Illinois (School Building- 
bonds), due July 1.1932, in the aggregate principal amount of $4,000, 
the said bonds being numbered, respectively, 1, 2, 3, and 407; and 

Two (2) 5% bonds of Tuscola Union School District, Illinois, No. 

82, due February 1, 1935, in the aggregate principal amount of $2,000, 
the said bonds being numbered, respectively, 11 and 12, 
all of which bonds matured and the principal amounts thereof were 
paid to said defendants, or to some one or more of them, after the 
appointment of said H. C. Vernon as receiver of said Woodlawn 
Trust and Savings Bank, and the proceeds of said bonds have not 
been paid by said defendants, or by any of them, to the said H. C. 
Vernon or to the plaintiff as receiver of said Woodlawn Trust and 
Savings Bank. 

14. Plaintiff is informed and believes, and so states the fact to be, 
that after the closing of the bank of said Woodlawn Trust and Sav¬ 
ings Bank by the Auditor of Public Accounts of the State of Illinois, 
as aforesaid, the said defendants or some of them have, or some one 
of them lias, collected and received various sums of money for and 
on account of interest on the said bonds pledged or purported to be 
pledged, as aforesaid, the exact amount of which is unknown to the 
plaintiff. 

15. At the time that the said Woodlawn Trust and Savings Bank 
was closed, on, to wit, June 22, 1932, the deposit of postal savings 
funds to the credit of the Board of Trustees of the Postal Savings 
System in the bank operated by said Woodlawn Trust and Savings 
Bank in the City of Chicago, in the State of Illinois, together with 
interest thereon, amounted to $454,793.04, no part of which has been 
repaid. 
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19 16. The highest court of appellate jurisdiction in the State 
of Illinois, tow it, the Supreme Court of the State of Illinois, 

in the case entitled The People ex rel. Oscar Nelson, Auditor of 
Public Accounts of the State of Illinois vs. The Wiersema State 
Bank, a corporation (Adolph S. Helmquist, Receiver for The Wier¬ 
sema State Bank, a corporation, appellee, vs. Fermvood Park Dis¬ 
trict, an Illinois Municipal Corporation, Appellant), at the June 
1935 term of said court (rehearing denied at the October 1935 term 
of said court), has decided that banks organized under the statutes 
of the State of Illinois have never possessed, and do not now possess, 
the power of pledging assets to secure deposits of money made in 
such banks (with the possible exception of deposits made by the 
State Treasurer and other custodians of State funds and by re¬ 
ceivers of closed banks and deposits of Chicago Park District funds), 
that the pledging of assets by such banks to secure deposits of money 
made in such banks, with the possible exceptions above noted, is 
ultra vires and void, and that the receiver of any such bank is en¬ 
titled to recover the assets so pledged without paying the depositor 
the amount of the deposits which such assets were pledged to secure. 
A copy of the opinion of the Supreme Court of the State of Illinois 
in which such decision appears is hereto attached, marked ‘‘Exhibit 
2, v and made a part of this bill of complaint. 

17. Plaintiff is informed and believes, and so states the fact to be, 
that said Woodlawn Trust and Savings Bank had no power or 
authority under the laws of the State of Illinois, as hereinabove 
more fully shown, to pledge any of its assets to secure the deposit 
of Postal Savings funds, and that the purported pledging of bonds 
to secure the deposit of Postal Savings funds, as hereinabove set 
forth, was ultra vires, illegal and void and contrary to the public 

policy of the State of Illinois, and that said bonds now held 

20 by the defendant William A. Julian, as aforesaid, and all 
moneys received by the defendants or by any of them since 

the said closing of said Woodlawn Trust and Savings Bank by the 
Auditor of Public Accounts of the State of Illinois, on account of 
the principal of or interest on any bonds so pledged by said Wood¬ 
lawn Trust and Savings Bank to secure the deposit of Postal Savings 
funds belong to the plaintiff and should be ordered turned over and 
•delivered and paid to the plaintiff as receiver of said Woodlawn 
Trust and Savings Bank for the benefit of all creditors and de¬ 
positors of said bank. 

18. Plaintiff is without remedy in the premises except in a court 
<of equity. 

Wherefore plaintiff prays: 

1. That writs of subpoena be issued, directed to the defendants 
•and each of them, commanding them and each of them to appear 
and make answer hereto. 

2. That a decree be entered and rendered against said defendants 
declaring that the pledging of all of said bonds by said Woodlawn 
Trust and Savings Bank with the Treasurer of the United States, 
either in the capacity of Treasurer of the United States or in the 
capacity of Treasurer of the Board of Trustees of the Postal Sav¬ 
ings System, to secure deposits of Postal Savings funds in the bank 
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operated by said Woodlawn Trust and Savings Bank, was ultra vires 
and void, and that plaintiff as receiver of said Woodlawn Trust and 
Savings Bank is entitled to the possession of all of said bonds now 
held by the defendant William A. Julian as Treasurer of the United 
States or as Treasurer of the Board of Trustees of the Postal Sav¬ 
ings System, and that the claims of all of said defendants and of 
each of them to said bonds are null and void as against the plaintiff. 

3. That a decree be entered and rendered against the defendant 
William A. Julian ordering and directing him to turn over and 
deliver to the plaintiff all bonds, and in particular the bonds par¬ 
ticularly described in the foregoing paragraph numbered 12, now 

held by him in the capacity of Treasurer of the United States 

21 or in the capacity of Treasurer of the Board of Trustees of 
the Postal Savings System, which were turned over and de¬ 
livered by said Woodlawn Trust and Savings Bank to and pledged 
with him or any of his predecessors in office to secure the deposit of 
postal savings funds to the credit of the Board of Trustees of the 
Postal Savings System in the bank formerly operated by said Wood¬ 
lawn Trust and Savings Bank. 

4. That the defendants, and each of them, be required to account 
for all moneys received by them, or bv any of them, since June 22, 
1932. for or on account of the principal of or interest on any bonds 
pledged bv said Woodlawn Trust and Savings Bank with the de¬ 
fendant William A. Julian either as Treasurer of the United States 
or as Treasurer of the Board of Trustees of the Postal Savings 
System or any of his predecessors in office to secure the deposit of 
Postal Savings funds in the bank formerly operated by said Wood¬ 
lawn Trust and Savings Bank, and that a decree be entered and 
rendered against such of said defendants as the court shall find has 
or have received any of said moneys, ordering and directing said 
defendant or defendants to pay to the plaintiff the amount or 
amounts so received as shown by such accounting. 

5. That the plaintiff may have such other and further relief in 
the premises as equity may require and to the court may seem meet 
and proper. 

Verification of the answers of the defendants, and of the answer of 
each of them, is hereby expressly waived. 

William L. O’Connell, 

As Receiver of Woodlawn Trust 
and Sorings Ravlc, a corporation. 

Cooke. Sullivan & Ricks. 

Llewellyn A. Luce, 

Attorneys for Plaintiff. 

Homer D. Dines, 

A member of the firm of Cooke . Sullivan <f* Ricks and one of 
the solicitors of record for the Plaintiff. 

22 State of Illinois 

County of Cook , ss: 

William L. O'Connell, being first duly sworn, on oath deposes and 
says that he is the person whose name is subscribed to the foregoing 
bill of complaint as receiver of Woodlawn Trust and Savings Bank, 
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a corporation; that he is familiar with the contents of said bill of 
complaint and verily believes the facts stated therein to be true. 

William L. O’Conneijl. 
Subscribed and sworn to before me this 22 day of October 1935. 
[seal] James T. Dillon, 

Notary Public. 

23 Motion to dismiss bill of complaint 

Filed Nov. IS, 1935 

****** * 

Now come James A. Farley, Henrv Morgenthau, Jr., and Homer S. 
Cummings, Trustees of the Postal Savings System, and William A. 
Julian, Treasurer of the United States of America, and Treasurer of 
the Board of Trustees of the Postal Savings System, named de¬ 
fendants in their respective official capacities as aforesaid, and move 
the Court to dismiss the bill of complaint herein filed on the following 
grounds: 

1. The suit is in essence one against the United States which has 
not consented to be sued in a proceeding such as this. 

2. The United States is an indispensable party to this suit. 

3. The bill of complaint sets forth no cause of action against the 
defendants and is wanting in equity. 

4. The plaintiff has a full, adequate, and complete remedy at law. 

Leslie C. Garnett, 

United states Attorney , 

H. L. Underwood, 

Assistant United States Attorney , 

Attorneys for defendants. 

24 Order denying motion to dismiss 

Filed Jan. 24, 1936 

******* 

This cause coming on to be heard upon the joint motion of the 
defendants, James A. Farley, Henry Morgenthau, Jr., and Homer S. 
Cummings, as Trustees of the Postal Savings System, William A. 
Julian, as Treasurer of the United States of America, and William 
A. Julian, as Treasurer of the Board of Trustees of the Postal Sav¬ 
ings System, to dismiss the bill of complaint herein filed and said 
motion having been argued and considered, it is by the Court this 
24th day of January 193G, ordered that the said motion be and the 
same is hereby denied, with leave to the said defendants to answer 
within 15 days from the date hereof. 

Alfred A. Wheat, 

Chief Justice. 

25 Answer of defendants 

Filed Feb. 11,1936 

******* 

Now come James A. Farley, Henry Morgenthau, Jr., and Homer S. 
Cummings, Trustees of the Postal Savings System, and William A. 
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Julian, Treasurer of the United States of America, and Treasurer 
of the Board of Trustees of the Postal Savings System, named de- j 
fendants in their respective official capacities as aforesaid in the 
above entitled cause, and for answer to the Bill of Complaint herein 
filed, or to such part or parts thereof as they are advised it is proper 
for them to answer, answer and say: 

1. The said defendants are without knowledge or information suffi¬ 
cient to form a belief as to the truth of the allegations contained in 
paragraph numbered 1 of the said bill of complaint. 

2. The said defendants admit the allegations contained in para¬ 
graph numbered 2 of the said bill of complaint. 

3. The said defendants are without knowledge or information con¬ 
cerning the citizenship and residence of the plaintiff; they admit the 

allegation of their own citizenship and official residence. 

26 4. The said defendants are without knowledge or informa¬ 
tion as to the truth of the allegations contained in paragraph 

numbered 4 of the said bill of complaint. 

5. That said defendants admit that the excerpt in paragraph num¬ 
bered 0 is a correct quotation of section 5 of article XI of the Con¬ 
stitution of the State of Illinois but as to when it was in force they 
are without knowledge or information. 

6-8. Defendants admit the excerpts of the laws of the State of 
Illinois set forth in paragraphs numbered 6 to 8, inclusive, of the 
bill of complaint are correctly quoted therein, but are without knowl¬ 
edge or information as to the time of the convening and adjourn¬ 
ment of the several sessions of the Legislature of Illinois at which 
the various quoted excerpts were enacted into law, or as to whether 
said legislation was submitted to and approved by vote at the several 
general elections as alleged in said paragraplis. Said defendants 
aver that the allegation contained in the last subparagraph of para¬ 
graph numbered 7 that the excerpts quoted in said paragraph were 
the only Sections of the several Acts conferring powers on banking 
corporations up to the time of the appointment of a receiver for the 
Wood lawn Trust and Savings Bank, is a conclusion of law to which 
they are not to make answer. 

9. Answering paragraph numbered 9, the defendants admit that 
the Woodlawn Trust and Savings Bank during the time of the trans¬ 
actions, matters, and things complained of in the bill of complaint, 
operated a State Bank in the City of Chicago, up to the time of its 
closing and the taking over of control of its property and assets by 
the Auditor of Public Accounts of the State of Illinois; as to the 
other allegations in said paragraph contained, said defendants are 
without knowledge or information. 

10. Defendants admit the allegations contained in paragraph num¬ 
bered 10 of the said bill of complaint except the allegation that the 

pledging of the assets of the said bank to secure deposits of 

27 postal savings funds was ultra vires, illegal, and void, as to 
which defendants aver that said allegation is a conclusion of 

law to which they are not required to make answer, nevertheless 
they deny said allegation and on the contrary aver that said action 
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by said Bank was within the power and authority of said Bank and 
in all respects valid and lawful; they also deny the asserted right of 
plaintiff to recover -said pledged assets. 

11. Answering paragraph numbered 11 of the said bill of com¬ 
plaint, defendants admit that the Act of Congress referred to therein 
created the Postal Savings System but aver that the provisions of 
said Act specified in said paragraph are not all the applicable provi¬ 
sions of said Act, said Act having been amended and supplemented 
in important particulars and defendants respectfully refer the Court 
to said Act as amended and supplemented for full information as 
to the terms, conditions, and provisions thereof. 

Further answering said paragraph defendants admit that the copy 
of the “Regulation for the Guidance of Qualified Banks and Others 
Concerned” governing the Postal Savings System and deposits of 
postal savings funds attached to the Bill of Complaint as Exhibit 1 
is a true copy of said regulations which were in effect July 1 , 1913, 
but defendants aver that said regulations were subsequently and from 
time to time amended, altered, and modified; that a copy of the 
Regulations in force at the time of closing of the Woodlawn Trust 
ana Savings Bank is hereto attached marked Exhibit No. 1 and made 
a part of this answer. 

12. Answering paragraph numbered 12 of the Bill of Complaint, 
defendants aver that by a communication dated December 12, 1911, 
the said Woodlawn Trust and Savings Bank made application to the 
Trustees of the Postal Savings System for the deposit with it of 
postal savings funds, in accordance with the law and regulations 
governing such deposits in Banks; that said application was granted 
and thereafter, from time to time, postal savings funds were depos¬ 
ited in said Bank; that to secure the repayment thereof, the said 

Bank pledged and delivered to the Treasurer of the United 
28 States, who was also Treasurer of the Board of Trustees of 

the Postal Savings System, various bonds. They admit that 
the said Treasurer, as such, has in his possession the bonds specified 
in said paragraph, except the five 4% Coupon Bonds of the Territory 
of Hawaii, as to which they say that said bonds were redeemed and 
the proceeds thereof principal and interest, in amount of $5,098.88 
were credited to the Board of Trustees of the Postal Savings System. 
In respect of said bonds so enumerated in said paragraph, defendants 
say that the principal amount of the fifty-eight 3% United States 
Treasury bonis referred to in the first paragraph of the enumeration 
is $267,500 instead of $274,500, as therein stated, and said bonds are 
redeemable September 15, 1951, and not December 15, 1951, as al¬ 
leged ; that of the ten 5% Bonds of School District Number 89 (May- 
wood), Cook County, Illinois, specified in the eighth paragraph of 
the enumeration, five bonds, numbered 51, 52, 53, 54, and 55 are due 
January 1,1944, instead of January 1,1943, as alleged. 

They deny that such pledging and delivery were ultra vires, 
illegal, and void, but on the contrary aver that said pledging and 
delivery were within the power and authority of said Bank and in 
all respects lawful and valid. 
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13. The defendants admit the allegations contained in paragraph 
numbered 13 of the bill of complaint, except that they are without 
knowledge or information as to whether the said H. C. Vernon was 
at the times mentioned in said paragraph Receiver of the Woodlawn 
Trust and Savings Bank. 

14^15. The defendants admit the allegations contained in para¬ 
graph numbered 14 and 15 of the said bill of complaint. 

16. Answering paragraph numbered 16, the defendants aver that 
they have no knowledge or information concerning the decision of 
the Supreme Court of the State of Illinois other than that contained 
therein and in the copy thereof made Exhibit 2 to the bill; as to 

what was decided in that cause, defendants submit that the 

29 record and opinion are the best evidence thereof; but defend¬ 
ants say that the said decision is inapplicable to the case pre¬ 
sented by plaintiff’s bill and in any event has no binding force in 
this suit. Further, defendants respectfully submit that the said 
decision is not and ought not to be considered as controlling in this 
suit because not in consonance with the weight of authority or correct 
under established law. 

17. Answering paragraph numbered 17, the defendants submit that 
the allegations therein contained are conclusions of law which they 
are not required to answer; nevertheless, they deny that the said 
Woodlawn Trust and Savings Bank had no power or authority to 
pledge its assets to secure the deposited Postal Savings funds; deny 
that said pledging was ultra vires, illegal and void, and contrary to 
the public policy of the State of Illinois; deny that the bonds pledged 
and in the custody of defendant Julian and any moneys received as 
principal and interest thereon belong to plaintiff. On the contrary, 
defendants aver that the pledging was within the power and author¬ 
ity of said bank, and in all respect was lawful and valid; that the 
retention by defendants, or any of them, of the bonds so pledged and 
of any of the proceeds thereof was and is proper, lawful, and author¬ 
ized both by the applicable federal law ana the regulations issued 
thereunder and the special contract, undertaking, and agreement 
entered into between the said Bank and the Trustees of the Postal 
Savings System, in respect to and as a condition of the making of 
said deposits in the said Bank. 

18. Answering paragraph numbered 18, defendants submit that the 
allegation therein contained states a conclusion of law to which they 
are not required to make answer; nevertheless, they deny the same and 
aver that the said plaintiff, if he has any cause of action, has a full, 
adequate, and complete remedy at law. 

Further answering the said bill of complaint, the defendants say 
that in and by the Act of June 25, 1910 (c. 386, 36 Stat. 816, en¬ 
titled “An Act to establish postal savings depositories for 

30 depositing savings at interest with the Security of the Gov¬ 
ernment for repayment thereof, and for other purposes,” the 

Congress of the United States established postal savings depositories 
offices and created a board of trustees for the control, supervision, 
and administration thereof and of the funds received as deposits, to 
consist of the Postmaster General, the Secretary of the Treasury, and 
the Attorney General, severally, acting ex officio; said board was 
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empowered to make all necessary and proper regulations for the 
receipt, transmittal, custody, deposit, investment, and repayment of 
the funds deposited at postal savings depository offices. 

The said Act in Section 9 thereof provides in part as follows: 
“That postal savings funds received under the provisions of this Act 
shall be deposited in solvent banks, whether organized under national 
or state laws, being subject to national or state supervision and exam¬ 
ination. * * * The board of Trustees shall take from such banks 

such security in public bonds or other securities, supported by the 
taxing power, as the board may prescribe, approve, and deem suffi¬ 
cient and necessary to insure the safety and prompt payment of such 
deposits on demand. The funds received at the postal savings de¬ 
pository offices in each city, town, village, and other locality shall be 
deposited in banks located therein * * * willing to receive such 

deposits under the terms of this Act and the regulations made by 
authority thereof. * * * For the purpose of this Act * * * 
the word “bank” shall be held to include savings banks and trust 
companies doing a banking business.” 

Section 16 of said Act declared “The faith of the United States 
is solemnly pledged to the payment of the deposits made in postal 
savings depository offices, with accrued interest thereon as herein 
provided.” 

The Act of May 18, 1916, c. 126, 39 Stat. 159, amended the Act of 
June 25. 1910, and in respect of deposits for postal savings funds 
provided that such deposits could be made in National or State banks 
“whether members or not of the Federal Reserve System” and in 
respect of kind of security to be required of such banks added to the 
kinds of securities already specified securities “authorized by Act of 
Congress.” 

31 That the said Act of June 25,1910. constituted full authority 
for the receipt and granting by the Board of Trustees of the 
Postal Savings System of the application made December 12, 1911, 
by the Woodlawn Trust and Savings Bank for the depositing with 
it of postal savings funds and said Act as supplemented and amended 
constituted and was authority for the depositing from time to time in 
said Bank of other deposits; and for requiring the giving by said 
Bank of security to safeguard and insure the said deposits. 

Defendants further aver that in authorizing the said deposits to 
be made in the said Bank and in exacting the pledging and in the 
taking and receiving of the security from said Bank the said Board 
of Trustees acted in full and strict compliance with the authority 
and powers conferred upon them by the Congress as aforesaid. 

Further, defendants aver that the postal savings funds deposited 
in said Bank, pursuant to its application therefor under the said Act 
of Congress as amended and supplemented, constituted, were and are 
a special deposit to the return of which the Board of Trustees of the 
Postal Savings System is entitled as a prior and superior and pre¬ 
ferred claim as against plaintiff as Receiver, and those whose interest 
or interests he represents; that under the express terms of the con¬ 
tract, undertaking and agreement entered into by the said Bank in 
respect of and as a condition for the said deposits, the Board of Trus- 
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tees and the Treasurer of the United States are entitled to the posses¬ 
sion of the bonds and securities pledged by said Bank until the 
amount on deposit to the credit of the Postal Savings funds account 
of the Postal Savings System is paid in full. 

The defendants further aver that the action of the said Bank in 
receiving the deposits of Postal Savings funds and in giving, pledging 
and delivering the said securities from time to time was done with 
full knowledge on its part of the provisions and requirements of the 
said Act of Congress, and was continued for more than twenty years; 

that said action and course of dealing in respect of said funds 
32 and securities was well known to the officials of the State of 
Illinois charged with the inspection and supervision of banking 
institutions and was not objected to but was tacitly approved by 
them, and like action and conduct was indulged in by other state 
banking institutions of Illinois in respect of such deposits and of 
giving security and has not been questioned or challenged until the 
tiling of this suit. Further, that the legislature of the State of Illi¬ 
nois in the amendments of the banking laws referred to in the bill of 
complaint, was aware of the practice of giving security to safeguard 
postal savings funds and of the federal enactments respecting" such 
deposits and by failing to expressly prohibit such action by state 
banking institutions sanctioned and approved it. 

Further, defendants say, that if, as alleged in the bill of complaint, 
the said Woodlawn Trust and Savings Bank was without authority 
to give, pledge, and deliver the securities, pledged as aforesaid, then 
the receipt of said deposits under the contract and agreement made 
by it with the said Board of Trustees of the Postal Savings System, 
was wrongful and fraudulent; that by so receiving the said deposits, 
the said Bank became, was, and is, a trustee ex maleficio of said 
deposits, and it is the duty of the plaintiff herein to return said de¬ 
posits to the Board of Trustees of the Postal Savings System, and 
said return is a condition precedent to the right of return of the 
securities pledged or the proceeds thereof. 

For a further answer and defense to the said bill of complaint, 
defendants say that the plaintiff ought not to have and maintain this 
suit because: 

1. The United States is a necessary and indispensable party to the 
suit, since it appears that the defendants and their predecessors were 
in respect of the matters and things complained of against them, act¬ 
ing as agents or an agency of the United States in the conduct of a 
governmental function, designated as and made such agents or agency 
by the Act of Congress of June 25, 1910, as amended and supple¬ 
mented ; that in the matters and things complained of they and 

33 each of them, acted in strict compliance with the statutory 
authority conferred upon them; that as such, they have no 
personal interest or duty in the premises, and 

2. The suit is in essence one against the United States, since the 
transactions complained of were carried on as a governmental func¬ 
tion, the United States is obligated to make good any deficiency in 
the said postal savings funds, and a decree for plaintiff would mate¬ 
rially affect the United States in respect of its resources and revenues. 
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Wherefore having made full answer, defendants pray that the bill 
of complaint be dismissed with costs against the plaintiff. 

James A. Farley, 

Postmaster General, 
Henry Morgenthau, Jr., 

Secretary of the Treasury , 
Homer S. Cummings, 

Attorney General , Constituting the Board 
of trustees of the Postal Savings System . 
W. A. Julian. 

Treasurer of the United States 
and Treasurer of the Board of Trustees 
of the Postal Savings System. 
Leslie C. Garnett, 

United States Attorney , 

H. L. Underwood, 

Assistant United States Attorney , 

Attorneys for Defendants. 

District of Columbia, ss: 


Henry Morgenthau, Jr., being first duly sworn deposes and says 
that he is Secretary of the Treasury and ex officio a member of the 
Board of Trustees of the Postal Savings System and as such member 
named a party defendant in the above entitled cause: that he makes 
this affidavit in behalf of himself and the other members of the Board 
of Trustees of the Postal Savings System; that he has read the fore¬ 
going answer by him subscribed and verily believes the facts therein 
stated to be true. 


Henry Morgenthau, Jr. 


34 Subscribed and sworn to before me this 8" day of Feb¬ 
ruary 1936. 

[seal] Samuel H. Marks, 

Notary Public , D. C. 

District of Columbia, ss: 

William A. Julian, being first duly sworn, deposes and says that 
he is Treasurer of the United States and Treasurer of the Board 
of Trustees of the Postal Savings System, and as such made a 
defendant in the above entitled cause; that he has read the foregoing 
answer by him subscribed and verily believes the facts therein stated 
to be true. 

W. A. Julian. 

Subscribed and sworn to before me this 8th day of February 1936. 
[seal] Ella F. Vanzandt, 

Notary Public , D. C. 

35 Order granting motion of 'plaintiff to substitute party plaintiff 

Filed Jan. 1937 

♦ *♦***# 

Upon the suggestion of the death of William L. O'Connell in 
Chicago, Illinois, on the 24th day of July 1936 and upon motion by 
counsel for plaintiff in this cause that Charles H. Albers, the duly 
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appointed successor to the said William L. O’Connell, Deceased, as 
Keceiver of Woodlawn Trust and Savings Bank, a corporation, 7 
South Dearborn Street, Chicago, Illinois, be substituted as plaintiff 
in this cause, and said motion having been considered, it is by the 
Court this 23d day of January 1937 ordered that the said motion 
of plaintiff be granted and that Charles H. Albers as Receiver of 
Woodlawn Trust and Savings Bank, a corporation, be substituted 
as party plaintiff in this cause. 

Jesse C. Adkins, Justice. 

We consent 

J. J. Wilson, 

Asst. U. S. Atty. for all Defts. 

36 Findings of fact and conclusions of law 

This cause came on for trial on March 30, 193S, before the Court, 
sitting in equity; plaintiff appearing by Homer D. Dines and John 
D. Cooke, Jr., of the firm of Cooke, Sullivan and Ricks, and by 
Llewellyn A. Luce, and the defendants appearing by Leslie C. Gar¬ 
nett, Special Assistant to the Attorney General, and II. L. Under¬ 
wood, Assistant United States Attorney; and evidence, both oral 
and documentary, having been received and the Court having fully 
considered the same and the arguments of counsel hereby makes the 
following findings of fact and conclusions of law: 

Findings of fact 

1. William L. O’Connell, the original plaintiff herein, was, at the 
time of the commencement of this suit, Receiver of Woodlawn Trust 
and Savings Bank, an Illinois banking corporation, by virtue of his 
appointment as such Receiver by the Auditor of Public Accounts 
of the State of Illinois pursuant to the statutes of the State of 
Illinois. The said William L. O’Connell was, at the time of the 

commencement of this suit, a citizen of the United States and 

37 a resident of Chicago, Illinois. He died July 24, 1936, and on 
the same day Charles H. Albers was duly designated and ap¬ 
pointed Receiver of said Woodlawn Trust and Savings Bank by 
the Auditor of Public Accounts of the State of Illinois to succeed 
the said William L. O’Connell, and thereupon duly qualified as such 
receiver, and by order entered herein on January 23, 1937. the said 
Charles H. Albers, as Receiver of Woodlawn Trust and Savings 
Bank, was substituted as party plaintiff in this cause. The said 
Charles H. Albers was, at the time of his appointment as such re¬ 
ceiver, and still is a citizen of the United States and a resident of 
Chicago, Illinois. 

2. James A. Farley is the Postmaster General of the United States, 
Henry Morgenthau, Jr., is the Secretary of the Treasury of the 
United States, and Homer S. Cummings is the Attorney General of 
the United States, and the said James A. Farley, Henry Morgenthau, 
Jr., and Homer S. Cummings are, ex officio, the persons constituting 
the Board of Trustees of the Postal Savings System, created by the 
Act of Congress entitled, “An Act to establish postal savings de¬ 
positories for depositing savings at interest with the security of the 
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Government for repayment thereof, and for other purposes.” ap¬ 
proved June 25, 1910. The defendant. William A. Julian, is Treas¬ 
urer of the United States. Each of said defendants was, at the time 
of the commencement of this suit, and still is, a citizen of the United 
States and his official residence is the City of Washington, in the 
District of Columbia. 

3. The Wood lawn Trust and Savings Bank was duly organized 
as a corporation on April 27, 1905, under and by virtue of an Act 
of the General Assembly of the State of Illinois entitled “An Act 
concerning corporations with banking powers,” approved June 16, 
1887, in force December 6, 18S8. and the amendments thereto. 

4. From and after its said organization as a corporation, up to 
and until June 22, 1932, the said Woodlawn Trust and Savings Bank 

operated a State bank in the City of Chicago, in Cook County, 

38 Illinois, under and pursuant to the authority conferred upon 
it by the said Act of the General Assembly of the State of 

Illinois entitled “An Act concerning corporations with banking 
powers,” and the amendments thereto and under and pursuant to 
the authority conferred upon it by an Act of the General Assembly 
of the State of Illinois entitled “An Act to revise the law with rela¬ 
tion to banks and banking,” approved June 23. 1919, in force De¬ 
cember 1, 1920, and the amendments thereto. On or about June 22, 
1932, the Auditor of Public Accounts of the State of Illinois found 
that the capital stock of said Woodlawn Trust and Savings Bank 
had become impaired and that such impairment could not be made 
good, and thereupon took control of said bank and thereafter, on 
July 1. 1932, appointed H. C. Vernon to act as Receiver thereof. 
Said H. C. Vernon acted as such receiver until January 13, 1934, on 
which date, by reason of his resignation the Auditor of Public Ac¬ 
counts of the State of Illinois appointed the original plaintiff herein, 
William L. O'Connell, as the successor receiver of said Woodlawn 
Trust and Savings Bank and the said William L. O’Connell there¬ 
after acted as such Receiver until his death on July 24, 1936. 

5. On or about December 12, 1911, said Woodlawn Trust and Sav¬ 
ings Bank made application to the Trustees of the Postal Savings 
System for deposits of postal savings funds in the bank operated by 
said Woodlawn Trust and Savings Bank, which application was 
granted, and thereafter from time to time, until the closing of the 
bank of the Woodlawn Trust and Savings Bank by the Auditor of 
Public Accounts of the State of Illinois, on June 22, 1932. postal 
savings funds were deposited to the credit of the Board of Trustees 
of the Postal Savings System in the said bank operated by said 
Woodlawn Trust and Savings Bank and, to secure the repayment 
of such deposits, said Woodlawn Trust and Savings Bank turned 
over and delivered to the Treasurer of the United States various 

bonds which were part of the assets of said Woodlawn Trust 

39 and Savings Bank. Among the bonds so turned over and 
delivered, the said William A. Julian, as Treasurer of the 

United States, still holds and retains and has possession of bonds 
described as follows: 

Fifty-eight (58) 3% United States Treasury Bonds, dated Sep¬ 
tember 15, 1931, redeemable September 15, 1951, due September 15, 
1955, in the aggregate principal amount of $267,500, the said bonds 
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being numbered, respectively, 248, 282, 283, 284, 285, 6600, 6601, 
6604. 6605. 6607 6609. 6611, 6613, 6614. 14419, 14420, 14476, 15367, 

15368, 15369, 15370, 19939, 19957, 19959, 20215, 23290, 23580. 23682, I 

24004, 24043^ 24044, 24048^ 24049, 47895, 47896, 47897, 47898, 47899, 

47900, 47901', 51866, 51867, 51868, 51869, 51870, 72300, 72301, 72302, 

72303, 72304, 72305, 72306, 72307, 74545, 74546, 74547, 74548, and 
74549. 

Seven (7) 3%% United States Coupon Treasury Bonds, dated 
June 15, 1927, redeemable June 15, 1943, due June 15, 1947, in the 
aggregate principal amount of $7,000, the said bonds being num¬ 
bered, respectively, 00052703, 00052704. 00052705, 00052706, 00052707, 
00052708, and 00052709. 

Ten (10) 4V»% Coupon Bonds of the State of Alabama (Series 
“C” Public Road, Highway & Bridge Bonds), dated December 1, 
1923, due December 1, 1938, in the aggregate principal amount of 
$10,000, the said bonds being numbered, respectively, 9344, 9345, 
9346, 9347, 9348, 9349, 9350, 9351, 9352, and 9353. 

Ten (10) 4%% Coupon Bonds of the State of Arkansas (State 
Toll Bridge Bonds) dated November 1, 1930. due November 1, 1938, 
in the aggi-egate pi-incipal amount of $10,000, the said bonds being 
numbered, respectively, 382, 385, 386, 387, 404, 405, 406, 407, 408, 
and 409. 

Ten (10) 4Vi% Coupon Bonds of the State of California (Vet¬ 
erans’ Welfare Bond Act of 1929), dated February 1, 1931, due 
February 1, 1941. in the aggregate principal amount of $10,000. the 
said bonds being numbered, respectively, 1160, 1161, 1162, 1163, 
1164, 1165, 1166, 1167. 1168, and 1169. 

Ten (10) 4% Coupon Bonds of the City of Chicago, Illinois (Re¬ 
volving Fund Bunds), dated August 1, 1930. due January 1, 1936, 
in the aggregate principal amount of $10,000, the said bonds being 
numbered, respectively, 4021, 4022, 4023, 4024, 4025, 4026, 4027, 4028, 
4029, and 4030. 

Ten (10) 5% Bonds of School District Number 89 (Maywood), 
Cook County, Illinois (School Building Bonds), dated December 
31, 1930, in the aggregate principal amount of $10,000, the said bonds 
being numbered, respectively, 41, 42, 43, 44, 45, 51, 52, 53, 54, and 55, 
said bonds numbex*ed 41 to 45, both inclusive, being due January 1, 
1943, and bonds numbered 51 to 55, both inclusive, being due Jan¬ 
uary 1, 1944. j 

40 Ten (10) 4% Federal Farm Loan 4% Coupon Bonds of 
the Federal Land Bank of Houston, Texas, dated May 1, 1928, 
redeemable May 1, 193S, due May 1, 1958, in the aggi*egate prin¬ 
cipal amount of $10,000, the said bonds being numbered, respec- 
tivelv, M381080, M381081, M381082. M381083, M381084, M381085, 
M3S1086, M381087, M381088, and M3810S9. 

Ten (10) 4%% Coupon Bonds of the State of Illinois (Service 
Compensation Bonds, Sex-ies B), dated October 1, 1923, due August 
1, 1942, in the aggregate principal amount of $10,000, the said bonds 
being numbered, respectively, 13113, 13114, 13115, 13116, 13117, 
13118, 13119. 13120, 13121, ancl 13122. 

Ten (10) 51 4% Coupon Bonds of the County of Leixoir, North 
Carolina (Road and Bridge Funding Bonds), dated April i, 1919, 
in the aggregate principal amount of $10,000, said bonds numbered 
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87, 88. 89, 90. 91, and 92 for $1,000 each due April 1, 1938, and said 
bonds numbered 97. 98, 99, and 100 for $1,000 each due April 1, 1939. 

Fifteen (15) 5% Coupon Bonds of the Board of Commissioners 
of the Port of New Orleans, Louisiana (Port Commission Serial 
Canal Gold Bonds), dated July 1, 1918, due July 1. 1957, in the 
aggregate principal amount of $15,000. the said bonds being num¬ 
bered, respectively, A-3177. A-3178, A-3179. A-3180, A-3181, 
A-3182. A-3183. A-3184, A-3185. A-318G. A-3187, A-3188, A-3189, 
A-3190. and A-3191. 

Ten (10) 414% Coupon Bonds of the State of Louisiana (High¬ 
way Bonds, Series E), dated May 1. 1931, due May 1, 1943, in the 
aggregate principal amount of $10,000, the said bonds being num¬ 
bered, respectively, 2811. 2812, 2813, 2814, 2815, 2816, 2817, 2818, 
2819. and 2820. 

Eight (8) 414% Coupon Bonds of Montgomery County, Ohio 
(Edison Avenue Improvement Bonds), dated April 1. 1930, due 
October 1, 1936. in the aggregate principal amount of $8,000. the 
said bonds being numbered, respectively, 43, 44, 45, 46, 47, 48, 49, 
and 50. 

Ten (10) 5% Coupon Bonds of the Proviso Township High School 
District No. 209, Illinois (School Building Bonds), dated July 1, 
1929, due July 1, 1938, in the aggregate principal amount of $10,000, 
the said bonds being numbered, respectively, 38, 39, 40, 41, 42, 43, 
40 and 47 

Fifteen (15) 4% Bonds of the City of Seattle, Washington 
(Seattle Bridge Bonds, Series G-2, 1931), dated September 1, 1931, 
due September 1. 1959, in the aggregate principal amount of $15,000, 
the said bonds being numbered, respectivelv, 422. 423, 424, 425, 426, 
427. 428, 429, 430, 431. 432. 433. 434. 435, and 436. 

41 Ten (10) 4%% Coupon Bonds of the State of South Caro¬ 
lina (State Highway Certificate of Indebtedness), dated De¬ 
cember 1, 1930, due December 1, 1949, in the aggregate principal 
amount of $10,000, the said bonds being numbered, respectivelv. 
16367,16368, 16369,16370, 16371,16596, 16597, 16598, 16599. and 16600. 

Five (5) 4% Bonds of the City of Toledo, Ohio (Grade Elimina¬ 
tion Bonds, Fourth Series), dated June 1, 1931, due September 1, 
1942. in the aggregate principal amount of $5,000, the said bonds 
being numbered, respectively. 74, 75, 76, 77, and 78. 

Five (5) 4% Bonds of the City of Toledo, Ohio (University Farm 
Building Refunding Bonds), dated June 1, 1931, due September 1, 
1942. in the aggregate principal amount of $5.0t>0, the said bonds be¬ 
ing numbered, respectively, 42, 43, 44. 45, and 46. 

Ten (10) oi/>% Bonds of the City of Tulsa, Oklahoma (Sewer 
Mains and Sub-Main Bonds), dated July 1, 1921. due July 1. 1946, 
in the aggregate principal amount of $10,000, the said bonds being 
numbered, respectively, 276, 282. 283, 284, 285, 286, 287, 289, and 290. 

Five (5) 4% Coupon Bonds of the City of Waterloo, Iowa 
(Eighteenth Street Bridge Bonds), dated July 1, 1931. due July 1, 
1939, in the aggregate principal amount of $5,000, the said bonds' be¬ 
ing numbered, respectively, 34, 35, 36, 37, and 38. 

Five (5) 5% Coupon Bonds of the County of Wayne, North Caro¬ 
lina (School Funding Bonds), dated July i, 1931. due July 1, 1936, 
in the aggregate principal amount of $5,000. the said bonds being 
numbered, respectively, 16, 17, 18, 19, and 20. 


Five (5) 4 1 / 4% Coupon Bonds of the City of West Allis, Wisconsin 
(Storm Sewer Bonds for the year 1931), dated March 1, 1931, due 
March 1, 1944. in the aggregate principal amount of $5,000, the said 
bonds being numbered, respectively, 13, 14. 15, 16, and 17. 

6. At the time of the appointment of the said H. C. Vernon as 
receiver of said Woodlawn Trust and Savings Bank, on July 1, 1932, 
the then Treasurer of the United States held in his possession certain 
other bonds which said Woodlawn Trust and Savings Bank had 
theretofore turned over and delivered to the Treasurer of the United 
States to secure the repayment of deposits of postal savings funds 
to the credit of the Board of Trustees of the Postal Savings System 
in said Woodlawn Trust and Savings Bank, which bonds are de¬ 
scribed as follows: 

42 Five (5) 4*/>% bonds of Lake View Township, Illinois 
(Park Improvement bonds), due July 15, 1934, in the aggre¬ 
gate principal amount of $5,000, the said bonds being numbered, 
respectively, 241, 242, 243, 244. and 245. 

Four (4) 5% bonds of Proviso Township, Illinois (School Build¬ 
ing Bonds), due July 1. 1932, in the aggregate principal amount of 
$4,000, the said bonds being numbered, respectively’, 1, 2, 3, and 407. 

Two (2) 5% bonds of Tuscola Union School District, Illinois, 
No. 82, due February 1, 1935, in the aggregate principal amount of 
$2,000, the said bonds being numbered, respectively, 11 and 12. 

Five (5) V/ Coupon Bonds of the Territory of Hawaii (Public 
Improvement, Series of 1912-13). dated September 3, 1912. due Sep¬ 
tember 3, 1942, in the aggregate principal amount of $5,000, the said 
bonds being numbered, respectively, 976, 977, 978, 979, and 980. 

All of said bonds either matured or were redeemed and the principal 
amounts thereof were paid to said Treasurer of the United States 
subsequent to December 16, 1934, and were by him credited to the 
Board of Trustees of the Postal Savings System and the proceeds 
of said bonds have not been paid to the plaintiff, or any of his 
predecessors, as receiver of said Woodlawn Trust and Savings Bank. 

7. After the closing of the bank of said Woodlawn Trust and Sav¬ 
ings Bank by the Auditor of Public Accounts of the State of Illinois, 
the Treasurer of the United States received $90,657.96 for and on 
account of interest on the said bonds pledged as aforesaid, which 
said amount has by him been credited to the Board of Trustees of the 
Postal Savings System and no part of said sum has been paid to or 
received by the plaintiff, or any of his predecessors, as receiver of 
said Woodlawn Trust and Savings Bank. 

8. At the time that the said Woodlawn Trust and Savings Bank 
was closed, on June 22, 1932, the deposit of postal savings funds to 
the credit of the Board of Trustees of the Postal Savings System in 
said Woodlawn Trust and Savings Banks, together with interest 
thereon, amounted to $454,793.04, no part of which has been 

repaid. 

43 9. Under the regulations prescribed by the Board of Trustees 
of the Postal Savings System, the Third Assistant Postmaster 

General is constituted the agent of the Board of Trustees, and in 
fact acts as such agent, for all purposes connected with the qualifi¬ 
cations of depository banks, the fixing of the amounts of securities 
to be deposited and withdrawn by. such banks and the conditions of 
such deposits and withdrawals, tlie deposit of postal savings funds 
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to the credit of said board and the withdrawal and transfer of such 
funds, the authorization of the sale of securities of banks which 
fail or decline to repay deposits on demand, the purchase of postal 
savings bonds, for depositors and the repurchase of such bonds for 
the purpose of maintaining their parity. The duties delegated to 
the Third Assistant Postmaster General, as such agent, by said regu¬ 
lations are performed in the Bureau of the Third Assistant Post¬ 
master General, which has charge of all the fiscal duties of the Post 
Office Department, such as the money-order business, stamp sales, 
postal savings and anything relating to the postal revenues. The 
funds of the Postal Savings System are received by postmasters from 
depositors and are given the same protection and handling as money- 
order or stamp funds except that all postal savings funds arc re¬ 
quired by law to be deposited by postmasters in banks which have 
qualified by depositing collateral with the Treasurer of the United 
States, or to be remitted to the Central depository post office in the 
state. Surplus funds, meaning the difference between the earnings 
of funds taken in from depositors and the interest paid depositors, 
become a part of the revenues of the Post Oflice Department, which 
are used to pay the expenses of the Post Office Department. Earn¬ 
ings from the money-order service likewise constitute a postal reve¬ 
nue. Any amounts additional to the revenues of the Post 

44 Office Department required to pay expenses of the Post Office 
Department are paid out of funds in the Treasury of the 

United States. Postal savings receipts are not available to meet 
the expenses of the local post office, as are other postal funds, until 
they reach the Treasury Department. The banks pay 2*4 per cent 
on postal savings deposits and postal savings depositors are paid 
2 per cent. About 88 or DO per cent of postal savings funds are now 
invested in Government securities which net a little better than 
2t/o per cent. The difference between the interest received upon de¬ 
posits or from investments and the interest paid depositors consti¬ 
tutes profit which is turned over as postal revenues and is available 
for the expenses of the Post Office Department. 

10. The receipts given by the Treasurer of the United States for 
the securities deposited with him by the said Woodlawn Trust and 
Savings Bank and which are the securities claimed by plaintiff here¬ 
in, state that the security or securities specified in the receipt are 
received by the Treasurer of the United States in trust for the Wood- 
lawn Trust and Savings Bank and ‘‘are held by the Treasurer of 
the United States as security for the safekeeping and prompt pay¬ 
ment by that bank of all postal savings funds that have been or may 
be deposited with it. and for the faithful performance of its duties as 
a postal savings depository of the United States.*’ 

11. Employees in the Postal Savings System are appointed bv the 
Postmaster General and are paid out of the appropriations made by 
Congress. The Third Assistant Postmaster General gets a lump sum 
appropriation for all of his activities, but no specific appropriation 
for the Postal Savings Department or any other Department. Em¬ 
ployees of local post-offices throughout the United States which are 

designated as depositories for postal savings funds are paid 

45 out of the general revenues of the Post Office Department and 
not specially for the work done in the Postal Savings System— 

a clerk may be a postal savings clerk one hour and a post office clerk 
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the next. The bonded employees who have the Postal Savings work 
are bonded exactly the same, ami the same bond cover all their ac¬ 
tivities. whether money-order or stamp funds, and the bonds run to 
the United States. 

12. The Postmaster General makes two reports to Congress—one 
special report of the activities of the Postal Savings System in behalf 
of the Trustees, and one departmental report. The data is com¬ 
piled largely in the Bureau of Accounts of the Post Office Depart¬ 
ment. except that part with respect to postal savings, which is pre¬ 
pared in the Division of Postal Savings and is combined with the 
Bureau of Accounts. 

13. The Solicitor of the Post Office Department passes upon the 
legal acceptability of securities relating to the Postal Savings System. 
All question of law relating to the Postal Savings System are referred 
first to him. 

14. On its application, the said Woodlawn Trust and Savings Bank 
was admitted on January 6. 1920, to membership in and became a 
member of the Federal Reserve System. It continued as such mem¬ 
ber until it suspended on June 22, 1932, when the Auditor of Public 
Accounts of the State of Illinois took control of its affairs. The 
federal reserve stock owned by the said bank was cancelled August 
12. 1932. 

15. After the closing of the said bank and up to the end of the 
year 1933 correspondence passed between H. C. Vernon, then Receiver 
of the Woodlawn Trust and Savings Bank, and his attorneys, and 
the Director of the Postal Savings System regarding the sale of the 
pledged securities for the purpose of liquidating the claim arising out 

of the deposit of postal savings funds, but said Director re- 
4f> fused to accept or to act upon the suggestion or request made 
by said H. C. Vernon, as Receiver of the Woodlawn Trust 
and Savings Bank, or by his attorneys, that said pledged securities 
be sold and the proceeds applied or credited upon the claim of the 
Trustees of the Postal Savings System against the Woodlawn Trust 
and Savings Bank or against said receiver based upon the deposit 
of postal savings funds in said bank. 

16. In a letter dated May 3, 1932. the then Auditor of Public 

Accounts of the State of Illinois informed the Board of Trustees of 
the Postal Savings System of correspondence received bv him from 
Receivers of State Banks in Illinois in regard to deposits of Postal 
Savings money wherein the collateral would not sell for enough to 
pay the deposits in full. He stated to the Board of Trustees “Under 
the laws of Illinois, you. of course, are entitled to convert the col¬ 
lateral into cash and apply the same on your claim * * 

IT. After the closing of the Woodlawn Trust and Savings Bank 
correspondence passed between H. C. Vernon, then Receiver of the 
Woodlawn Trust and Savings Bank, and the Director of the Postal 
Savings System, in which, under dates of August 8, 1932, September 
24, 1932. and February 2. 1933. the said H. C. Vernon suggested and 
urged that the securities held by the Treasurer of the United States 
to secure the deposits of postal savings funds in the bank be sold 
and the proceeds be applied to reduce or liquidate the claim of the 
Trustees against the bank for the postal savings deposits, but the 
Trustees of the Postal Savings System in each instance refused to 
consent to the sale of said securities. 
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18. From reports of examination of the said Woodlawn Trust and 
Savings Bank made by bank examiners of the office of the Auditor 
of Public Accounts of the State of Illinois, the said Auditor was on 
notice and had knowledge that the said Woodlawn Trust and Sav¬ 
ings Bank was receiving and had on deposit in its bank 

47 Postal Savings funds during the period from 1912 to 1932, and 
that said bank had assets pledged to secure the repayment of 
such funds during the period from 1919 to 1932. 

19. The Auditor of Public Accounts of the State of Illinois made 
biennial reports to the Governor and General Assembly of the State. 
In the report of 1911, there appears on page 304 thereof under the 
caption, “Aggregate resources and liabilities of all the state banks in 
Illinois, December 6, 1911, showing increase or decrease as compared 
with September 2, 1911, the date of the last statement issued by this 
department.” the following item: 

“December 6.1911. Postal Savings Funds, $7,189.10.” 
and on page 305, under the caption, “Aggregate resources and liabili¬ 
ties of all the state banks in Chicago, December 6, 1911, showing in¬ 
crease or decrease as compared with September 2, 1911, the date of 
the last statement issued by this department,” the following item: 

“December 6, 1911. Postal Savings Funds. $5,134.00.” 

20. In subsequent reports up to December 1933. no specific reference 
to postal savings deposits appears, such deposits being included in an 
item designated “Other time deposits.” Since December 1933. the 
reports show the par value of the securities pledged to insure postal 
savings funds. 

21. The following solvent state banks in Illinois, on September 30. 
1937, had securities pledged to secure deposits of postal savings 
funds: 


48 “Name of bank 

Location 

Security 
value of 
pledged 
collateral 

Belleville Bank St Trust Co . 

Belleville. Ill. 



Cherrv, Ill . 

25, ‘j?0 


Chicago. Ill . 

45,000 


Collinsville. Ill... 

5, 100 

State Bank of East Moline.... 

East Moline, 111. 

10.000 

Effingham State Bank . 

Effingham, 111. 

5. 0(H)- 


Evansville. Ill. 

40, .'>70 


Fairbury. Ill... 

5,000 


Geneva. Ill .. 

30.000 


Gillespie. Ill. 

10,400 


Hillsboro. Ill. 

101,500 

Farmers State Bank Si Trust Co . 

Jacksonville. Ill. 

5.000 


Ladd, Ill. 

13.600 


Lawrenceville. Ill. 

25.000 


Monmouth, Ill. 

80.000 


Niantie, Ill... 

12.000 

Jefferson Tr. Sc Savings Bank of Peoria. 

Peoria, Ill... 

21.200 

First Stato Bank of Red Bud. 

Red Bud, Ill. 

5.000 


Ited Bud. Ill.. 

28.300 

Rock City Bank . 

Rock Citv, Ill.. 

10.000 


St. Charles. Ill. 

33.000 


Watseka, Ill. 

20.000 


Wenona, Ill. 

5.000 

Western Springs State Bank... 

Western Springs, Ill. 

10.000“ 





On September 30, 1937. there were approximately 500 solvent State 
banks operating in the State of Illinois. 
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49 22. In statements printed by the said Woodlawn Bank on 
cards called statement of the bank’s condition, on which ap¬ 
peared copies of the statements made by the said bank to the State 
Auditor of Public Accounts pursuant to the quarterly bank call of 
the said auditor, there was also printed: 

“Depository for the City of Chicago, the County of Cook, the State 
of Illinois, the U. S. Postal Savings Fund.” 

“Under United States Government supervision.” 

These cards bear dates December 31, 1921; April 3, 1923; Septem¬ 
ber 14, 1923; March 31. 1924: October 10, 1924; October 10, 1924. 

A like card of date May 12,1919, has the following: 

“Depository for United States Postal Savings System, United 
States Liberty Loan Fund, County of Cook, City of Chicago.” 

23. There is no evidence that any suggestion was made to the de¬ 
fendants, or to any of them, of the lack of power in the Woodlawn 
Trust and Savings Bank to pledge its assets to secure Postal Savings 
funds until the letter of counsel for the receiver dated March 13, 1935, 
was sent to the Board of Trustees, Postal Savings System. 

24. The Woodlawn Trust and Savings Bank, during its pending 
receivership, has paid two dividends to general creditors; one of 15 
per cent in March 1935 and the other of 15 per cent in June 1937. 

Conclusion# of laic 

50 1. The Court has jurisdiction of the subject matter of this 
suit and of the parties hereto. 

2. The equities of this cause are with the plaintiff. 

3. This is not a suit against the United States. 

4. The United States is not a necessary or indispensable party to 
this suit. 

5. The Woodlawn Trust and Savings Bank had no power or au¬ 
thority, under the laws of the States of Illinois, to pledge any of its 
assets to secure deposits of Postal Savings funds, and the purported 
pledging of part of its assets, consisting of bonds, by said Woodlawn 
Trust and Savings Bank with the Treasurer of the United States to 
secure deposits of Postal Savings funds was ultra vires, illegal, and 
void and contrary to the public policy of the State of Illinois. 

6. The plaintiff is entitled to recover and to have turned over and 
delivered to him by the defendant William A. Julian, as Treasurer 
of the United States, for the use and benefit of the depositors and 
creditors of said Woodlawn Trust and Savings Bank, all bonds now 
held by the defendant William A. Julian, as Treasurer of the United 
States, or under his control, which were delivered to said William A. 
Julian as such Treasurer, or to any of his subordinates, or to any of 
his predecessors in office or their subordinates, by said Woodlawn 
Trust and Savings Bank to secure deposits of Postal Savings funds in 
the bank formerly operated by said Woodlawn Trust and Savings 
Bank, and plaintiff is not required to pay the Trustees of the Postal 
Savings System, or the said William A. Julian, as Treasurer of the 
United States, or as Treasurer of the Board of Trustees of the Postal 
Savings System, the amount of said deposits, or any part thereof, in 
order to recover, and to have turned over and delivered to him by the 
defendant William A. Julian, as Treasurer of the United States, 
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the said bonds now held by the defendant William A. Julian 
51 as Treasurer of the United States. 

7. The defendants, James A. Farley, Henry Morgenthau, Jr., 
and Homer S. Cummings, as Trustees of the Postal Savings System, 
have not, nor has the defendant William A. Julian, as Treasurer of 
the Board of Trustees of the Postal Savings System, any valid or 
legal interest in or claim to any of the bonds now held by the de¬ 
fendant William A. Julian, as Treasurer of the United States, which 
were delivered to said William A. Julian, as such Treasurer, or to 
any of his predecessors in office, by said Woodlawn Trust and Savings 
Bank to secure deposits of Postal Savings funds in the bank formerly 
operated by said Woodlawn Trust and Savings Bank. 

8. The plaintiff is entitled to recover and receive from the Board 
of Trustees of the Postal Savings System all sums of money received 
after the closing of the Woodlawn* Trust and Savings Bank by the 
Treasurer of the United States and by him credited to the Board of 
Trustees of the Postal Savings System for or on account of the 
principal of or interest on the bonds which were turned over and 
delivered by Woodlawn Trust and Savings Bank to the Treasurer 
of the United States to secure the repayment of deposits of Postal 
Savings funds in said bank. 

9. The action of the Woodlawn Trust and Savings Bank in be¬ 
coming a member of the Federal Reserve System on January 6, 1920, 
and continuing as such until the closing of said bank on June 22, 
1932. by the Auditor of Public Accounts of the State of Illinois, did 
not enlarge the powers of said Woodlawn Trust and Savings Bank 
nor authorize it to pledge any of its assets to secure deposits of Postal 
Savings funds. 

10. The action of a former receiver of the Woodlawn Trust & 
Savings Bank and the then Auditor of Public Accounts of the State 
of Illinois in suggesting or urging the sale of assets pledged to 

seen re the deposits of Postal Savings funds and the application 
52 of the proceeds of sale upon the claim of the Trustees of the 
Postal Savings System against said bank for deposits of postal 
savings funds, does not* constitute any estoppel against the plaintiff 
in this suit nor any defense to this suit. 

11. The fact that the Auditor of Public Accounts of the State of 
Illinois had knowledge that the Woodlawn Trust and Savings Bank 
was receiving deposits of Postal Savings funds during the period 
from 1912 to 1932 and had pledged assets to secure the repayment of 
such deposits during the period from 1919 to 1932, does not consti¬ 
tute any defense to this suit. 

12. The fact that in a report made for the year 1911 by the Auditor 
of Public Accounts of the State of Illinois to the Governor and 
General Assembly of that State appeared certain items showing the 
deposit of Postal Savings funds in Illinois State banks, and that 
since 1933 reports made by said Auditor of Public Accounts to the 
Governor and General Assembly of Illinois show the par value of 
the securities pledged to secure Postal Savings funds does not con¬ 
stitute any defense to this suit. 

13. The fact that twenty-four out of approximately five hundred 
State banks in the State*'of Illinois, on September 30, 1937, had 
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securities pledged to secure deposits of Postal Savings funds does not 
constitute any defense to this suit. 

14. The fact that the Woodlawn Trust and Savings Bank circu¬ 
lated cards or statements showing that it was depository for Postal 
Savings funds does not constitute any defense to this suit. 

Alfred A. Wheat, 

Chief Justice. 

April 14, 1938. 

53 Decree 


Filed Apr. 14, 1938 


This cause came on to he further heard at this term; and there¬ 
upon, upon consideration thereof, it is this 14th day of April 1938 
adjudged, ordered, and decreed as follows, viz: 

1. That the pledging of a portion of the assets of Woodlawn Trust 
and Savings Bank, consisting of bonds hereinafter particularly de¬ 
scribed, with the Treasurer of the United States to secure deposits 
of Postal Savings funds in the bank formerly operated by said 
Woodlawn Trust and Savings Bank was ultra vires and void, and 
plaintiff as receiver of said Woodlawn Trust and Savings Bank is 
entitled to the possession of all of said bonds now held by the 
defendant William A. Julian as Treasurer of the United States, and 
that the claims of all of the defendants to this suit, and each of them, 
to said bonds, are null and void as against the plaintiff. 

2. That the defendant William A. Julian, as Treasurer of the 
United States, be, and he hereby is, ordered and directed to turn 
over and deliver to Charles H. Albers, as receiver of Woodlawn Trust 
and Savings Bank within twenty (20) days from the entry of this 
decree, the following described bonds with all interest coupons at¬ 
tached thereto or pertaining thereto maturing after this date, 

54 which were turned over and delivered by said Woodlawn Trust 
and Savings Bank to. and pledged with, him or any of his 
predecessors in office to secure the deposit of Postal Savings funds 
to the credit of the Trustees of the Postal Savings System in the bank 
formerly operated by said Woodlawn Trust and Savings Bank, to 
wit: 


Fifty-eight (58) 3% United States Treasury Bonds, dated Sep¬ 
tember 15, 1931, redeemable September 15, 1951, due September 15, 
1955, in the aggregate principal amount of $267,500, the said bonds 
being numbered, respectively, 248. 282, 283, 284, 285, 6600, 6601, 6604, 
6605, 6607. 6609, 6611. 6613". 6614, 14419. 14420, 14476, 15367, 15368, 


15369, 15370, 19939, 19957, 19959, 20215, 23290, 23580, 23682, 24004, 


24043, 24044. 24048, 24049, 47895, 47896, 47897, 47898, 47899, 47900, 


47901, 51866, 51867, 51868, 51869, 51870, 72300, 72301, 72302, 72303, 
72304. 72305, 72306. 72307, 74545, 74546, 74547. 74548, and 74549. 

Seven (7) 3%% United States Coupon Treasury Bonds, dated 
June 15. 1927, redeemable June 15. 1943, due June 15, 1947, in the 


aggregate principal amount of $7,000, the said bonds being num¬ 
bered, respectively. 00052703. 00052704, 00052705, 00052706, 00052707, 
00052708, and 00052709. 
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Ten (10) 414% Coupon Bonds of the State of Alabama (Series 
W C” Public Road, Highway & Bridge Bonds) dated December 1, 
1923, due December 1. 1938, in the aggregate principal amount of 
$10,000, the said bonds being numbered, respectively, 9344, 9345, 9346, 
9347, 9348, 9349. 9350, 9351. 9352. and 9353. 

Ten (10) 4%% Coupon Bonds of the State of Arkansas (State 
Toll Bridge Bonds) dated November 1, 1930. due November 1, 1938, 
in the aggregate principal amount of $10,000. the said bonds being 
numbered, respectively, 382, 385, 386, 387, 404, 405, 406, 407, 408, and 
409. 

Ten (10) 4%% Coupon Bonds of the State of California (Vet¬ 
erans’ Welfare Bond Act of 1929) dated February 1. 1931. due Feb¬ 
ruary 1. 1941, in the aggregate principal amount of $10,000, the said 
bonds being numbered, respectively, 1160, 1161, 1162, 1163, 1164, 
1165, 1166, 1167, 1168, and 1169. 

Ten (10) 4% Coupon Bonds of the City of Chicago, Illinois (Re¬ 
volving Fund Bonds), dated August 1. i930. due January 1, 1936, 
in the aggregate principal amount of $10,000, the said bonds being 
numbered, respectively, 4021, 4022, 4023, 4024, 4025, 4026, 4027, 4028, 
4029, and 4030. 

Ten (10) 5% Bonds of School District Number 89 (Maywood), 
Cook County, Illinois (School Building Bonds), dated December 
31, 1930, in the aggregate principal amount of $10,000, the said bonds 
being numbered, respectively. 41, 42, 43, 44, 45, 51, 52, 53, 54, and 55, 
said bonds numbered 41 to 45, both inclusive, being due January 1, 
1943, and bonds numbered 51 to 55, both inclusive, being due January 
1, 1944. 

55 Ten (10) 4% Federal Farm Loan 4% Coupon Bonds of the 
Federal Land Bank of Houston, Texas, dated May 1, 1928, 
redeemable May 1, 1938, due May 1, 1958, in the aggregate principal 
amount of $10,000. the said bonds being numbered, respectively, 
M381080, M381081, M381082. M381083, M381084, M3810S5, M381086, 
M381087, M38108S, and M381089. 

Ten (10) 4%% Coupon Bonds of the State of Illinois (Service 
Compensation Bonds, Series B), dated October 1, 1923, due August 
1, 1942, in the aggregate principal amount of $10,000. the said bonds 
being numbered, respectively, 13113, 13114,13115,13116,13117,13118, 
13119, 13120, 13121, and 13i22. 

Ten (10) 5V->% Coupon Bonds of the County of Lenoir, North 
Carolina (Road and Bridge Funding Bonds), dated April 1, 1919, 
in the aggregate principal amount of $10,000, said bonds numbered 
87, 88, 89, 90, 91, and 92 for $1,000 each due April 1, 1938, and said 
bonds numbered 97, 98, 99, and 100 for $1,000 each, due April 1, 
1939. 

Fifteen (15) 5% Coupon Bonds of the Board of Commissioners 
of the Port of New Orleans, Louisiana (Port Commission Serial 
Canal Gold Bonds), dated July 1, 1918, due July 1, 1957, in the 
aggregate principal amount of $15,000, the said bonds being num¬ 
bered. respectively, A-3177, A-3178, A-3179, A-3180, A-3181, A-3182, 
A-31S3, A-3184, A-3185, A-31S6, A-3187, A-318S, A-3189, A-3190, 
and A-3191. 

Ten (10) 4*4% Coupon Bonds of the State of Louisiana (High¬ 
way Bonds, Series E), dated May 1 , 1931, due May 1 , 1943, in the 
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aggregate principal amount of $10,000, the said bonds being num¬ 
bered, respectively, 2811, 2812, 2813, 2814, 2815, 2810, 2817, 2818, 
2810, and 2820. 

Eight (8) 4i/->% Coupon Bonds of Montgomery County, Ohio 
(Edison Avenue Improvement Bonds), dated April 1, 1930, due 1 
October 1, 1030, in the aggregate principal amount of $8,000, the 
said bonds being numbered, z-espectively, 43, 44, 45, 40, 47, 48, 49, i 
and 50. 

Ten (10) 5% Coupon Bonds of the Proviso Township High School 
District No. 209, Illinois (School Building Bonds), dated July 1, j 
1929, due July 1, 1938, in the aggregate principal amount of $10,000, 
the said bonds being numbered, respectively, 38, 39, 40, 41, 42, 43, 44, 

45, 40, and 4 <. j 

Fifteen (15) 4% Bonds of the City of Seattle, Washington (Seat¬ 
tle Bridge Bonds, Series G-2, 1931), dated September 1, 1931, due 
September 1, 1959, in the aggregate principal amount of $15,000, the 
said bonds being numbered, respectively, 422, 423, 424, 425, 420, 427, 
428, 429, 430, 431, 432, 433, 434, 435, and 436. 

50 Ten (10) Coupon Bonds of the State of South Caro¬ 

lina (State Highway Certificate of Indebtedness), dated De¬ 
cember 1 , 1930, due December 1 , 1949, in the aggregate principal j 
amount of $10,000, the said bonds being numbered, respectively, 
16307, 16368, 10309. 16370, 16371, 16596, 16597, 16598, 16599, and 

16600. I 

Five (5) 4% Bonds of the City of Toledo, Ohio (Grade Elimina¬ 
tion Bonds, Fourth Series), dated June 1, 1931, due September 1, ! 

1942, in the aggregate principal amount of $5,000, the said bonds 
being numbered, respectively, 74, 75, 76, 77, and 78. 

Five (5) ¥'/ Bonds of the City of Toledo, Ohio (University Farm 
Building Refunding Bonds), dated June 1, 1931, due September 1, 
1942. in the aggregate principal amount of $5,000, the said bonds 
being numbered, respectively, 42, 43, 44, 45, and 46. 

Ten (10) 514% Bonds of the City of Tulsa, Oklahoma (Sewer 
Mains and Sub-Main Bonds), dated July 1. 1921, due July 1, 1946, 
in the aggregate principal amount of $10,000, the said bonds being 
numbered, respectively, 276, 282, 283, 284, 285, 286, 287. 288, 289, 
and 290. ' j 

Five (5) 4 r /r Coupon Bonds of the City of Waterloo, Iowa (Eight¬ 
eenth Street Bridge Bonds), dated July 1, 1931, due July 1, 1939, 
in the aggregate principal amount of $5,000, the said bonds being 
numbered, respectively, 34, 35, 36, 37. and 38. 

Five (5) 5% Coupon Bonds of the County of Wavne, North Caro¬ 
lina (School Funding Bonds), dated July 1, 1931, due July 1, 1936, 
in the aggregate principal amount of $5,000, the said bonds being 
numbered, respectively, 16, 17. 18, 19, and 20. j 

Five (5) 4 yy/r Coupon Bonds of the City of West Allis, Wis¬ 
consin (Storm Sewer Bonds for the year i931), dated March 1, 
1931. due March 1. 1944, in the aggregate principal amount of $5,000, 
the said bonds being numbered, respectively, 13. 14, 15. 16, and 17. 

3. That the defendants. James A. Farley. Henry Morgenthau, Jr., 
and Homer S. Cummings, as Trustees of the Postal Savings Sys¬ 
tem. be. and they hereby are, ordered and directed to pay. or cause 
to be paid, to the plaintiff out of Postal Savings funds in' their pos- 
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session or under their control, within twenty (20) days from the 
entry of this decree, the sum of $100,657.90 on account of moneys 
received by the said Trustees of the Postal Savings. System or cred¬ 
ited to their account by the Treasurer of the United States since 
June 22. 1932. and any additional moneys which have since April 
6 , 1938, been received or which may hereafter be received 

57 by or credited to the account of said Trustees, for or on ac¬ 
count of the principal of and interest on bonds pledged by 

said Woodlawn Trust and Savings Bank with the Treasurer of the 
United States to secure the deposit of Postal Savings funds in the 
bank formerly operated by said Woodlawn Trust and Savings Bank; 
provided that simultaneously with such payment, the plaintiff herein, 
or his successor or successors in office as such Receiver, shall pay to 
the Trustees of the Postal Savings System, the amount of such divi¬ 
dends as have accrued or may accrue to and lie payable by the said 
plaintiff or his successor or successors in office to said Trustees as 
general creditors of the said Woodlawn Trust and Savings Bank. 

4. That this decree shall inure to the benefit of any successor of 
the said Charles H. Albers as receiver of said Woodlawn Trust and 
Savings Bank, and shall extend to and be binding upon any suc¬ 
cessor of the said William A. Julian as Treasurer of the United 
States and any successor of the said James A. Farley, Henry Morgen- 
thau. Jr., or Homer S. Cummings as a trustee of the Postal Savings 
System. 

Alfred A. Wheat, 

Chief Justice . 

From the foregoing order and decree the defendants, in open Court, 
note an appeal to the United States Court of Appeals for the Dis¬ 
trict of Columbia, and said appeal is hereby allowed. 

Alfred A. Wheat, 

Chief Justice. 

58 Assignment of errors 

Filed April 25, 1938 

* * * * * * * 

1 . The Court erred in finding and determining that the Woodlawn 
Trust and Savings Bank was without authority or power to pledge 
its assets to secure deposits of postal savings funds in its bank. 

2 . The Court erred in finding and determining that the Woodlawn 
Trust and Savings Bank by becoming a member of the Federal Re¬ 
serve system did not thereby become an instrumentality of the United 
States and empowered and authorized to pledge its assets to secure 
deposits of postal savings funds in its bank. 

3. The Court erred in not holding and determining that because 
of its membership in the Federal Reserve system the Woodlawn Trust 
and Savings Bank was empowered and authorized to pledge its assets 
to secure deposits of postal savings funds in its bank inasmuch as 
the Trustees of the Postal Savings System were by statute expressly 
required to exact security for such deposits. 

4. The Court erred in holding and determining that the suit was 
not one against the United States. 
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5. The Court erred in holding and determining that the United 
States was not a necessary and indispensable party to this suit. 

C. The Court erred in overruling the motion to dismiss the bill of 
complaint and in not granting the same. 

7. The Court erred in not holding and determining that the 

Wood lawn Trust and Savings Bank was warranted in 
59 pledging its assets to secure deposits of postal savings funds 
because of the long existing custom and practice of state banks 
in Illinois, to do so, said practice and custom being well known to and 
acquiesced in by the Auditor of Public Accounts of the said State. 

8 . The Court having held and determined that the Woodlawn Trust 
and Savings Bank was not authorized to pledge the collateral required 
by the Federal law for deposits of Postal Savings Funds, it erred in 
not holding and determining that the said bank in accepting such 
deposits held them in trust for the defendants as a trustee ex maleficio, 
and that the defendants as trustees of the Postal Savings System were 
entitled to a preference as creditors of said bank and to a lien on the 
collateral decreed to be returned. 

David A. Pixe, 

United States Attorney. 

H. L. UxDEKWOOD, 

Assistant United States Attorney. 

Leslie C. Garxett. 

Special Assistant to the Attorney General , 

Attorneys for defendants {Appellants). 

Service of a copy of the foregoing is hereby acknowledged this 25th 
day of April 1938. 

Llewellyn A. Luce, 

Homer I). Dixes, L. A. L., 

Attorneys for Plaintiff. 

CO District Court of the United States for the District of 

Columbia 

Tuesday, June 21, 1938 

The Court resumes its sessions pursuant to adjournments, the Jus¬ 
tices sitting in Equity, presiding. 

******* 

Come now the parties hereto by their respective attorneys of record, 
and thereupon, the defendants by their attorneys present to the Court 
their Statement of Evidence taken at the trial of the cause and prays 
that the same be signed and made of record, nunc pro tunc, which is 
hereby accordingly done. 

Alfred A. Wheat, 

Chief J ast ice. 
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61 In the District Court of the United States for the District of 

Columbia 

Holding an Equity Court 
No. 59,876. In Equity 

Charles H. Albers, as Receiver of Woodlawx Trust and Savings, 

Bank, plaintiff 

vs. 

James A. Farley, et al., defendants 
Designation of record 
Filed April 25, 1938 

******* 

The Clerk will please prepare the record on appeal herein, includ¬ 
ing therein the following: 

1 : Bill of Complaint omitting therefrom the exhibits. 

2 . Motion to Dismiss Bill of Complaint. 

3. Order Denying Motion to Dismiss. 

4. Answer of defendants omitting exhibit. 

5. Order substituting Charles H. Albers, Receiver, as Plaintiff in 
lieu of William L. O’Connell, deceased. 

6 . Findings of fact and conclusions of law. 

7. Decree. 

8 . Notations of appeal in open court. 

9. Statement of the evidence. 

10. Assignment of Errors. 

11 . This Designation. 

David A. Pine. 

United States Attorney. 

H. L. Underwood. 

Assistant United States Attorney , 

Leslie C. Garnett, 

Special Assistant to the Attorney General. 

Atto'meys for defendants {appellants). 

Service of a copy of the foregoing is hereby acknowledged this 
25th day of April 1938. 

Lewellyx A. Luce. 

Homer D. Dines, L. A. L.. 

Attorneys for Plaintiff. 

62 District Court of the United States for the District of Columbia 

United States of America, 

District of Columbia, ss: 

^ I, Charles E. Stewart, Clerk of the District Court of the United 
States for the District of Columbia, hereby certify the foregoing 
pages numbered from 1 to 61, both inclusive, to be a true and correct 
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transcript of the record, according to directions of counsel herein 
filed, copy of which is made part of this transcript, in cause- No. 
59876 in Equity, wherein William L. O’Connell, as Receiver of Wood- 
lawn Trust and Savings Bank, a corporation, is Plaintiff and James 
A. Farley, Henry Morgenthau, Jr., and Homer S. Cummings, as 
Trustees of Postal Savings System, et ah, are Defendants, as the same 
remains upon the files and of record in said Court. 

In testimony whereof, I hereunto subscribe my name and affix the 
seal of said Court, at the City of Washington, in said District, this 
13th day of July 1938. 

[seal] C. E. Stewart, Clerk. 

[Endorsement on cover:] No. 7211. James A. Farley et al., Ap¬ 
pellants, vs. Charles H. Albers as Receiver &c. United States Court 
of Appeals for the District of Columbia. Filed July 15, 1938. 
Joseph W. Stewart, Clerk. 
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i April Term, 1938 


No. 7211 


JAMES A. FARLEY, HENRY MORGENTHAU, JR., AND 
HOMER S. CUMMINGS AS TRUSTEES OF THE POSTAL 
SAVINGS SYSTEM; WILLIAM A. JULIAN AS TREAS- : 
URER OF THE UNITED STATES OF AMERICA AND WIL-. 
LIAM A. JULIAN AS TREASURER OF THE BOARD OF 


TRUSTEES OF THE POSTAL SAVINGS SYSTEM, APEL- 
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A Addition to record per stipulation of counsel 

In the United States Court of Appeals for the District of Columbia 

April Term, 1938 
No. 7211 

James A. Farley, et al., app ella nts 
vs. 

Charles H. Albers, Receiver, etc., appellee 
STIPULATION’' 

It is stipulated by and between the respective parties hereto, acting 
by their attorneys, that, subject to the approval of the Court, the 
statement of evidence, specified in the Designation of Record as a part 
of and to be included in the record on appeal to this Court, and which 
was duly prepared, settled, and lodged with the Clerk of the District 
Court and included in the record on appeal, but which was inad¬ 
vertently omitted when the other parts of the record were delivered 
to the Clerk of this Court and filed therein, may be now received and 
filed as a part of the said record and be printed and taken and con¬ 
sidered as a part of said record. 

David A. Pine, 

United States Attorney. 

Leslie C. Garnett, 

Special Assistant to the Attorney General. 

H. L. Underwood, 

Assistant United States Attorney , 

Attorneys for Appellants. 

Llewellyn A. Luce, 

Attorney for Appellee. 

No. 7211. James A. Farley et al., Appellants, vs. Charles H. Al¬ 
bers, Receiver, etc., Appellee. Stipulation. United States Court of 
Appeals for the District of Columbia. Filed Aug. 12, 1938. Joseph 
W. Stewart, Clerk. David A. Pine, United States Attorney. Leslie 
C. Garnett, Special Assistant to Attorney General. H. D. Under¬ 
wood, Assistant United States Attorney. 


In the District Court of the United States for the District of Columbia 

Equity No. 59876 

Charles R. Albers, as Receiver of Woodlawn Trust and Savings 

Bank, plaintiff 

vs. 

James A. Farley et al., defendants 

United States Court of Appeals for the District of Columbia. Filed 
Aug. 12,1938. Joseph W. Stewart, Clerk. 
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To Llewellyn A. Luce, Enquire , 

Attorney for Plaintiff. 

Please take notice that the within Statement of Evidence will be 
called to the attention of and submitted to the court on June 21, 1938, 
at 10 o’clock A. M., or as soon as counsel can be heard, for the purpose 
of having the same signed and sealed by the court. 

David A. Pine, 

United Staten Attorney , 

Leslie C. Garnett, 

Special Assistant to the Attorney General , 

Harry L. Underwood, 

Annintant United Staten Attorney , 

Attorneys for Defendants. 

Service of the foregoing notice and of a copy of the said Statement 
of Evidence is hereby acknowledged this 24th day of May 1938. 

Llewellyn A. Luce, 

Cooke, Sullivan & Ricks, 

Attorneys for Plaintiff. 

1 In the District Court of the United States for the District of 

Columbia 

Equity No. 59876 

Charles R. Alders, as Receiver of Woodlawn Trust and Savings 

Bank, plaintiff 

vs. 

James A. Farley, et al., defendants 
Statements of evidence 

At the hearing of the above-entitled cause before the Honorable 
Mr. Chief Justice Wheat, March 30, 1938, the following proceedings 
were had, evidence offered and given, rulings made by the Court, 
and exceptions taken and noted by the Court. 

Thereupon, to maintain the issues on his part, plaintiff offered in 
evidence a “Stipulation of Facts” agreed to by the respective parties, 
which stipulation was received and marked “Joint Exhibit No. 1” 
and is in words and figures, as follows: 

2 Stipulation of facts 

The parties hereto agree that for the purpose of the trial and final 
hearing of this case, the following facts are true: 

1. William L. O'Connell, the original plaintiff herein, was, at the 
time of the commencement of this suit, Receiver of Woodlawn Trust 
and Savings Bank, a corporation, by virtue of his appointment as 
such Receiver by the Auditor of Public Accounts of the State of 
Illinois pursuant to the statutes of the State of Illinois, as hereinafter 
more fully and particularly shown. The said William L. O’Connell 
died July 24, 1936, and on the same day Charles H. Albers was duly 
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designated and appointed Receiver of said Woodlawn Trust and 
Savings Bank by Edward J. Barrett, an Auditor of Public Accounts 
of the State of Illinois, to succeed William L. O’Connell, deceased, j 
and thereupon, on said day, the said Charles H. Albers duly qualified 
as such receiver. By order entered in this cause on January 23, 1937, 
the said Charles H. Albers, as Receiver of Woodlawn Trust 

3 and Savings Bank, was substituted as party plaintiff in this 
cause. 

2. James A. Farley is the Postmaster General of the United States, 

Henry Morgenthau, Jr., is the Secretary of the Treasury of the 
United States, and Homer S. Cummings is the Attorney General of 
the United States, and the said James A. Farley, Henry Morgenthau, 
Jr., and Homor S. Cummings are, ex-officio, the persons constituting 
the Board of Trustees of the Postal Savings System, created by the 
Act of Congress entitled “An Act to establish postal savings deposi¬ 
tories for depositing savings at interest with the security of the Gov- I 
ernment for repayment thereof, and for other purposes,” approved 
June 25, 1910. The defendant William A. Julian is Treasurer of the j 
United States of America and as such is, by virtue of the Act of 
Congress above referred to, ex-officio Treasurer of the Board of j 
Trustees of the Postal Savings System. 1 

3. The original plaintiff. William L. O’Connell, was at the time 
of the commencement of this suit, a citizen of the United States and 
a resident of the City of Chicago, in the State of Illinois; the said 
Charles H. Albers was, at the time of his appointment as such re- j 
ceiver and still is, a citizen of the United States and a resident of said 
City of Chicago; and each of said defendants was, at the time of the j 
commencement of this suit and still is, a citizen of the United States 
and has his official residence in the City of Washington, in the Dis¬ 
trict of Columbia. 

4. The Woodlawn Trust and Savings Bank was duly organized j 

as a corporation on April 27, 1905, under and by virtue of an Act of 
the General Assembly of the State of Illinois entitled “An Act con- j 
cerning corporations with banking powers,” as amended. 1 

5. By section 5 of Article XI of the Constitution of the 

4 State of Illinois, in force August 8, 1870, and ever since up to 
the present time, it was and is provided as follows: 

“No act of the general assembly authorizing or creating corpo¬ 
rations or associations with banking powers, whether of issue, de¬ 
posit or discount, nor amendments thereto, shall go into effect or in 
any manner be in force unless the same shall be submitted to a vote 
of the people at the general election next succeeding the passage 
of the same, and be approved by a majority of all the votes cast at 
such election for or against such law.” 

6. From and after its organization as a corporation on April 27, 
1905, up to and until June 22, 1932, the said Woodlawn Trust and 
Savings Bank operated a State bank in the City of Chicago, in 
Cook County, Illinois, under and pursuant to the authority conferred 
upon it bv the Acts of the General Assembly of the State of Illinois 
entitled “An Act concerning corporations with banking powers,” 
and “An Act to revise the law with relation to banks and banking,” 
as approved and subsequently amended. On or about June 22, 1932, 
the Auditor of Public Accounts of the State of Illinois found that 
the capital stock of said Woodlawn Trust and Savings Bank had 
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become impaired and that the condition of said bank was such that 
said impairment could not be made good, and thereupon took con¬ 
trol of the property, assets, and effects of said bank and prohibited 
the carrying on by it of any banking business, and thereafter, on 
July 1, 1932, appointed one H. C. Vernon to act as Receiver of the 
assets, property, and effects of said Woodlawn Trust and Savings 
Bank under and by virtue of the laws of the State of Illinois. 

An order or decree was entered by the Circuit Court 

5 of Cook County, Illinois, on November 9, 1932, in a certain 
suit then and still pending in said court entitled “People of 

the State of Illinois ex rel. Oscar Nelson, as Auditor of Public 
Accounts of the State of Illinois vs. Woodlawn Trust and Savings 
Bank, a corporation,” Number B-244876, which order or decree was 
as follows: 

6 State of Illinois. 

County of Cook , ft*: 

In the Circuit Court of Cook County 
In Chancery No. B-244876 

People of the State of Illinois f.x rf.l. Oscar Nelson, as Auditor 
of Public Accounts of tiie State of Illinois, complainant 

vs. 

Woodlawn Trust and Savings Bank, a Corporation, defendant 
Decree on bill for dissolution 

Now on this 9th day of November 1932, this cause came on to be 
heard upon the Bill of Complaint filed herein, no appearance, plea, 
demurrer or answer having been filed by the defendant in this cause, 
and the Court after examining the files and being fully advised in the 
premises, finds that the Bill of Complaint in this cause was filed in 
this Court on the 19th day of July 1932: that summons was duly 
issued and was on the 23rd day of July 1932 served upon H. M. Cool¬ 
ing. Assistant Cashier and Agent of the Woodlawn Trust and Savings 
Bank, the defendant in this cause, by the Sheriff of Cook County, 
Illinois, and that said defendant, the Woodlawn Trust and Savings 
Bank, a corporation, is now in default and it is ordered that said Bill 
of Complaint be taken as confessed by said defendant. 

The Court further finds that the Woodlawn Trust and Sav- 

7 ings Bank, prior to the date of its suspension, operated a State 
Bank in the City of Chicago, Illinois, and that its location 

prior to the date of its suspension and at the date of the filing of the 
Bill in this cause was at 1180 East 63rd Street in the City of Chicago, 
Illinois. 

The Court therefore finds that it has jurisdiction of the subject 
matter of this cause and of the parties thereto. 

Said cause thereupon coming on to be heard upon said Bill of 
Complaint taken as confessed by the defendant herein, and the Court, 
after hearing evidence in open court and being fully advised in the 
premises, finds that the Woodlawn Trust and Savings Bank is a cor- 
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poration duly organized and existing under and by virtue of an Act 
of the General Assembly of the State of Illinois entitled “An Act 
Concerning Corporations with Banking Powers.” approved June 16, 
1887, as subsequently amended, adopted, and ratified, as required by 
law and that said bank was incorporated on the 27th day of April, 
1005, under the name of “Woodlawn Trust and Savings Bank”, and 
that its last authorized place of business was at 1180 East 63rd Street 
in the City of Chicago, Illinois, and that said bank was organized for 
the purpose of discount and deposit, buying and selling exchange, 
and doing a general banking business. 

The Court further finds that the capital stock of said bank 
amounted to Six Thousand (6,000) shares of the par value of One 
Hundred Dollars ($100.00) each, and that the total capital of said 
bank aggregated the sum of Six Hundred Thousand Dollars ($000,- 
000.00) and that said bank from the time of its incorporation 
8 to the 22nd day of June, 1932, exercised its charter powers by 
operating a banking institution at the location heretofore set 

forth. 

The Court further finds that an examination of the Woodlawn 
Trust and Savings Bank was made by and under the authority of 
Oscar Nelson, as Auditor of Public Accounts of the State of Illinois, 
on the 22nd day of June, 1932, and that the condition of the books 
of said corporation with respect to its resources and liabilities was 
found to be as follows, to-wit: 


9 RESOURCES 

Demand—Unsecured_ $26,173.85 

Demand—Collateral- 110,211.16 

Time—Personal_ 90,293.60 

Time—Collateral_____ 423,362. 58 

Time—Collateral—Liberty Bonds_ 200.00 

Time—Collateral—Veterans’ Compensation_ 4,154.58 

Real Estate Mortgages Deposited with State Auditor_ 191,400.00 

Real Estate Mortgages_ 714,405. 00 

Maturing Mortgage Bond Payments Accounts Receivable- 161, 529.23 

Time Personal Commercial Paper_ 35.218.75 

National Credit Corporation_ 9,450.00 

Pro rata Liability on other banks borrowing through National 

Credit Corporation_ 7,710.16 

Overdrafts- 633.10 

Stocks_____ 94.676. 41 

Bonds_ 1,104,671.61 

Bonds Purchased for sale_ 8,960. 00 

Bonds—Municipal_ 276, 797.46 

Bonds—Liberty_ 106,415. 63 

United States Treasury Notes_ 196,901.75 

Internal Revenue Stamps_ 49. 30 

Furniture and Fixtures_ 97,574. 70 

Real Estate_ 16,916.64 

Customers’ Liability on Letter of Credit_ 500.00 

Bank Building and Equipment_ S05.622.59 

Mortgage Foreclosures_ 16,848.93 

Bonds Sold on Partial Payment_ 1,300.00 

Deferred Expense_ 7,322. 61 

Prepaid Interest- 164.66 

Maturing Coupon Payments—Accounts Receivable_ 23.164. 76 

Cash Items_ 6,515.55 

Cash___ 86,553.60 

Federal Reserve Rank_ 28,663.46 

Continental Illinois Bank & Trust Co_ 61, 062. 67 

First National Bank, Chicago_ 367.45 


1 
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Bankers Trust Co., New York- $S. 733.21 

Coupons in Transit_ 1,198.11 

Collections in Transit_ 1.61 

Clearings- 35,193.41 


Total Resources- 4,760,948.22 

10 LIABILITIES 

Capital Stock- $600, 000.00 

Surplus_ 100,000. 00 

Undivided Profits_ 26, 701.01 

Contingent Reserve_ 34. 622.11 

Reserve for Depreciation—Bank Building and equipment- 200.000.00 

Reserve for Bond Depreciation_ 200, 000.00 

War Loan Deposit Account_ 25,000. 00 

Prepayments on Security Sales_ 55,766.82 

Commercial Deposits_ 833, 892.65 

Commercial Deposits June 22. 1932_ 35.110.29 

Demand Certificate of Deposit- 725. 00 

Demand Certificate of Deposit, June 22, 1932_ 50.00 

Mortgage Loan Payments_ 220. 00 

Maturing Coupon Payments—Accounts Payable_ 11,544.97 

Maturing Mortgage Payments—Accounts Payable- 1,600.00 

Trust Department_ 95,450.35 

Trust Department Checks_ 433.40 

Certified Checks_ 4,534.80 

Cashier’s Checks_ 24,764.95 

Cashier’s Checks—Mortgage Loan Department_ 2,700.11 

Expense Vouchers_ 74.19 

Adrian State Savings Bank_ 3,634.42 

Chat field Trust & Savings Bank_ 4.889.29 

Savings Deposits_1, 22S, 044. OS 

Savings Deposits—.Tune 22, 1932_ 771.49 

Time Certificates of Deposit_ 77, 790.36 

Christmas Savings Club. 1931_ 124.07 

Christmas Savings Club, 1932_ 13,730.72 

Christmas Savings Club. 1932—June 22, 1932_ 26.70 

Mortgage Loan Sinking Fund Payments—Trust Department- 40,408.56 

Mortgage Bond Club_ 664.00 

Bankers Insured Savings_ 21. 579. 45 

Postal Savings_ 449, 889.95 

Assured Investment Plan_ 65,478.42 

Assured Investment Plan—June 22, 1932_ 53.30 

Bills Payable_ 290,751.00 

Rediscounts—Federal Reserve Bank, Chicago_ 61.711.00 

Liability Under Letters of Credit_ 500.00 

Mortgage Bonds Outstanding_ 240.000.00 

Pro rata Liability on other banks borrowing through National 

Credit Corporation- 7,710.16 


Total Liabilities____ 4,760.948.22 


11 The Court further finds that from the examination of said 
bank as made bv the Auditor of Public Accounts of the State 
of Illinois, it was disclosed that the capital stock of said bank had 
become impaired and that the condition of said bank was such that 
said impairment could not be made good: that said bank was being 
conducted in an unsafe manner, and that it was improper and danger¬ 
ous for said bank to continue to receive deposits and to further con¬ 
duct a banking business; that said Auditor of Public Accounts of 
the State of Illinois thereupon took control of the property, assets 
and effects of said bank and prohibited the carrying on by it of any 
banking business, and that said bank has since said date ceased to 

















































J. A. FARLEY ET AL. VS. CHARLES H. ALBERS, RECRS., ETC. 7 j 

do the business for which it was incorporated, and is not now doing j 
business. 

The Court further finds that in order to protect the rights and| 
interests of the depositors and creditors of said Woodlawn Trust and 
Savings Bank and to prevent waste and depreciation of the resources 
thereof, said Auditor of Public Accounts of the State of Illinois, 

J >ursuant to the authority vested in him by law, did on the 1st day of 
luly, 1932, appoint H. C. Vernon, a reputable person of Chicago, 
Cook County, Illinois, the county in which said bank is located, to 
act as receiver of the assets, property and effects of said Woodlawn 
Trust and Savings Bank, upon the execution and filing by said H. C. 
Vernon with said Auditor of Public Accounts of the State of Illinois, 
of a surety bond in the sum of two hundred fifty thousand dollars j 
($250,000.00) conditioned upon the faithful performance by him of j 
his duties as such Receiver; that said receiver has qualified for j 
12 his said office by filing his acceptance of such appointment with 
said x\uditor of Public Accounts, and by filing with said Audi¬ 
tor of Public Accounts, his said bond in the sum aforesaid, which 
bond and the security thereon were thereupon approved by said j 
Auditor of Public Accounts; that said receiver, having so qualified, | 
did take possession of the assets, property and effects of said bank, 1 
and is now in possession and control thereof, and is administering 
the same under the direction of said Auditor of Public Accounts of 
the State of Illinois, and the court further finds that the appoint¬ 
ment of the said H. C. Vernon, as receiver of the Woodlawn Trust 
and Savings Bank was duly confirmed by this Court on the 22nd day 
of July, 1932. 

The Court further finds from the evidence introduced in this cause 
that on the 22nd day of June, 1932 the capital stock of the Woodlawn 
Trust and Savings Bank had become impaired and that the condition 
of said bank was such that said impairment could not be made good 
and that said bank was being conducted in an unsafe manner; that it j 
was improper and dangerous for said bank to continue to receive j 
deposits and to further conduct a banking business and that it was j 
for the best interests of all creditors, depositors and stockholders of | 
said corporation that the same was closed by the Auditor of Public j 
Accounts of the State of Illinois. 

The Court further finds that said bank had in its custody, certain j 
property, effects, papers and documents held by said bank for safe- j 
keeping only, and to which it does not hold title, and which belong j 
to divers and sundry persons, and that said receiver should be au- j 
thorized to deliver to the lawful owners thereof, as demanded,! 
13 all such property, effects, papers and documents held by such | 
bank for safekeeping, as aforesaid. 

The Court further finds that said bank had been appointed or | 
named as trustee, executor, administrator, conservator or guardian 
in numerous and divers estates and was so acting at the time of its 
closing, and that the receiver thereof should be authorized and di- j 
rected to take such steps as may be necessary on behalf of said bank 
within a reasonable time to resign all such trusts, guardianships, con- ! 
servatorships, and all appointments as executors and administrator, j 
making in each case a proper accounting on behalf of said bank. 

It is therefore ordered, adjudged and decreed by the Court that' 
the prayer of the Bill of Complaint in this cause be and the same j 
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is hereby granted; that the action of the Auditor of Public Accounts 
of the State of Illinois in closing the Woodlawn Trust and Savings 
Bank and taking possession of its books, records, assets, property and 
effects be and the same is hereby approved and confii*med. 

It is further ordered, adjudged and decreed by the Court that the 
acts and doing of said Oscar Nelson, as Auditor of Public Accounts 
of the State of Illinois, in and about the designation and appointment 
of the said H. C. Vernon as receiver, and in and about the approval 
of said bond filed by said receiver, and in and about the delivery 
of said assets, property and effects of said bank to said receiver be, 
and the same are hereby, in all respects ratified, approved and con¬ 
firmed. 

It is further ordered, adjudged and decreed by the Court that the 
appointment of H. C. Vernon as receiver of the Woodlawn Trust and 
Savings Bank be and the same is hereby approved. 

14 It is further ordered, adjudged and decreed by the Court 
that said receiver be, and he is hereby authorized to convert 

into money and to distribute among creditors of said bank, the assets 
of said bank, as provided by the Statutes of the State of Illinois, and 
under the order and direction of this court, to compromise, adjust, 
compound and settle all controverted questions relating to the collec¬ 
tion of notes, accounts receivable and other items, which may be due 
and owing to said bank, and those which are owing by said bank to 
other persons, firms or corporations upon such terms and conditions 
as the receiver may deem just and proper, and as the court may from 
time to time direct or approve; to sell the personal property and real 
estate owned by said bank upon such terms as the Court from time 
to time may direct or approve; to employ such clerical help and 
assistance as the receiver may require in and about the performance 
of his duties as such receiver; and said receiver is hereby authorized 
to adjust and consummate the rights of set-off, which the creditors of 
said bank may have against their notes or other obligations, and in 
case of dispute or controversy to have the same determined and ad¬ 
judicated as the Court may direct. 

It is further ordered, adjudged and decreed by the Court that said 
receiver is hereby vested with whatever powers may be necessary for 
the purpose of collecting, conserving and reducing to possession all 
of the property, assets and effects of said Woodlawn Trust and Sav¬ 
ings Bank, real, personal and mixed, including all choses in action 
wherever the same may be situated, and is hereby authorized to per¬ 
form all such acts as may be necessary to conserve the trust 

15 estate and secure and protect the interests of the creditors of 
said bank. 

It is further ordered, adjudged and decreed by the Court and said 
receiver is hereby directed from time to time to file herein reports 
of his acts and doings, with the usual powers, rights, duties and obli¬ 
gations of receiver in like cases, and he is hereby given authority to 
apply to this Court from time to time for the aid and direction of 
this Court in connection with problems arising in the administration 
of said estate. 

It is further ordered, adjudged and decreed by the Court that said 
receiver is hereby authorized and empowered to deliver to the right¬ 
ful owners thereof, property, papers, documents, and effects held by 
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said bank for safekeeping, and in which said bank has no claim of 
title or interest. 

It is further ordered, adjudged and decreed by the Court that said 
receiver is hereby authorized to prosecute and defend such actions at 
law or in equity as may be necessary or proper for the collection or 
conservation of the assets, property and effects of said estate. 

It is further ordered, adjudged and decreed by the Court that in 
all cases where said bank was at the time of the closing thereof acting 
as trustee, guardian, executor, administrator, conservator, or in other 
fiduciary capacity, said receiver is hereby authorized and directed 
within a reasonable time and on behalf of said bank to resign from all 
such trusts and is hereby vested with whatever power may be neces¬ 
sary to effect such resignation and to make proper distribution or 
conveyance of the trust property. 

Enter: 

(Signed) Hugo M. Friend, Judge. 

16 Said H. C. Vernon, by virtue of said appointment, acted as 
such receiver until January 13, 1934, on which date, by reason 

of the resignation of said H. C. Vernon as such receiver, the Auditor 
of Public Accounts of the State of Illinois appointed the original 
plaintiff herein, William L. O’Connell, as the successor receiver of 
said Woodlawn Trust and Savings Bank and to act in the place and 
stead of said H. C. Vernon as receiver of said bank. Thereupon, on 
January 13, 1934, the said William L. O’Connell duly qualified as such 
receiver, and took possession of, and for the purpose of the receiver¬ 
ship, the title to, the books, records, and assets of every description of 
said Woodlawn Trust and Savings Bank, except possession of the 
assets hereinafter referred to. Thereafter, on February 26, 1934, an 
order was entered by the Circuit Court of Cook County, Illinois, in 
the said suit entitled “People of the State of Illinois ex rel. Oscar 
Nelson, as Auditor of Public Accounts of the State of Illinois vs. 
Woodlawn Trust and Savings Bank, a corporation,” Number 
B-244876, which order was as follows: 

17 State of Illinois, 

County of Cook, ss: 

In the Circuit Court of Cook County 

j 

In Chancery. Number B-244876 

People of the State of Illinois, ex rel. Oscar Nelson, as Auditor 

of Public Accounts of the State of Illinois, complainants 

VS. 

Woodlawn Trust and Saving’s Bank, a corporation, defendant 

Order 

This cause coming on to be heard this day upon the verified peti¬ 
tion of William L. O’Connell, as receiver of Woodlawn Trust and 
Saving’s Bank; and it appearing to the court, and the court finds, 
that due and timely notice of the hearing on said petition has been 
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given to all parties of record herein; that on July 1, 1932, Oscar 
Nelson, as Auditor of Public Accounts of the State of Illinois, under 
and in accordance with the statutes of the State of Illinois in such 
case made and provided, designated and appointed H. C. Vernon 
to be the receiver of Woodlawn Trust and Saving’s Bank, a banking 
corporation of the State of Illinois; that thereafter said H. C. Vernon 
duly qualified as such receiver and took possession of. and for the 
purpose of the receivership the title to, the books, records and assets 
of every description of said bank, and continued to act as such re¬ 
ceiver until the 13th day of January, 1934; that prior to the 13th 
day of January, 1934, said H. C. Vernon tendered and presented his 
resignation as receiver of said bank to Edward J. Barrett, as the 
then Auditor of Public Accounts of the State of Illinois and 

18 as successor in office to said Oscar Nelson, and on the last date 
aforesaid, namely on to-wit, January 13. 1934, the said Ed¬ 
ward J. Barrett, as said Auditor of Public Accounts accepted the 
said resignation of said H. C. Vernon as receiver of said bank, and 
required that he make and give a proper report and accounting to 
said Edward J. Barrett, as said Auditor of Public Accounts, of all 
matters and things whatsoever carried out and performed by him, 
as such receiver, for and during the period he acted as such receiver; 
that on January 13, 1934, the said H. C. Vernon ceased to act and 
carry out his duties as receiver of said bank, and thereupon the said 
Edward J. Barrett, as said Auditor of Public Accounts, designated 
and appointed in writing said William L. O'Connell, as the successor 
receiver of said bank, and to act in the place and stead of said H. C. 
Vernon, as receiver of said bank; that pursuant to the said appoint¬ 
ment of said William L. O'Connell, as the successor receiver of said 

1 bank, he, on January 13, 1934, duly qualified as such receiver, and 
took possession of, and for the purpose of the receivership the title 
to, the books, records and assets of every description of said bank, 
and succeeded to all the rights and duties of his predecessor, said 
H. C. Vernon; that on July 19, 1932, said Oscar Nelson, as said 
Auditor of Public Accounts, represented by Oscar Carlstrom, the 

1 then Attorney General of the State of Illinois, filed in the above 
entitled cause a bill for the dissolution of said bank, and upon and 
pursuant to said bill for dissolution and order of court was entered 
herein on October 28, 1932, providing, among other things, that the 
acts and doings of said Oscar Nelson, as said Auditor of Public Ac¬ 
counts, in and about the designation and appointment of said H. C. 
Vernon, as receiver of said bank, and that the acts and doings of 

1 said H. C. Vernon in taking possession of, and for the purpose of 
the receivership the title to, the books, records and assets of 

19 every description of said bank, and in holding and adminis¬ 
tering the same for the benefit of the creditors of said bank 

entitled thereto, be in all respects ratified, approved and confirmed; 
that said William L. O'Connell, ever since the time of the appoint¬ 
ment and qualification of said William L. O'Connell, as successor 
receiver of said bank, up to and including the present time, has been 
and now is the duly qualified and acting receiver of said bank, and 
has been and now is holding and liquidating the assets of said bank 
for the benefit of the creditors entitled thereto, and has been and 
now is performing all the duties connected with or incidental to the 
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administration or conduct of said receivership, as required by law; j 
that it has been necessary for the said William L. O’Connell, as! 
said successor receiver, to retain and employ legal counsel and attor- j 
neys to aid, assist, advise and represent him in connection with the | 
conduct and administration of this receivership, and that said Wil- j 
liam L. O’Connell, as said successor receiver, has retained Cooke, 
Sullivan & Kicks, of Chicago, Illinois, to act as such counsel and 
attorneys; and the court being fully advised in the premises: 

It is hereby ordered, adjudged, and decreed that said William L. i 
O’Connell, as successor receiver of said Woodlawn Trust and Sav- j 
ing’s Bank, be, and he is hereby, given leave to file this petition | 
herein instanter. 

It is further ordered, adjudged, and decreed that the said resig-1 
nation of said H. C. Vernon, as receiver of said bank, and the termi- j 
nation of his rights and duties as such receiver, be, and the same are i 
hereby, approved, recognized and accepted. 

It is further ordered, adjudged, and decreed that the said appoint¬ 
ment, qualification and functioning of said William L. O’Connell, 
as successor receiver of said bank, be, and the same are hereby, made 
a matter of record herein; that the said appointment, qualification 
and functioning of said William L. O’Connell, as successor re- 
20 ceiver of said bank, be without prejudice to each and all of 
the matters, things, controversies and proceedings had or pend¬ 
ing herein; that said William L. O’Connell, as said successor re¬ 
ceiver, be, and he is hereby, substituted in the place and stead of 
said H. C. Vernon, as said receiver, in all matters, things, contro¬ 
versies and proceedings now pending herein, and that said William 
L. O’Connell, as said successor receiver, be, and he is hereby, given 
leave to continue, and maintain or defend, as the case may be, all 
matters, things, controversies and proceedings now pending herein. 

It is further ordered, adjudged, and decreed that said William L. 
O’Connell, as said successor receiver, be, and he is hereby, permitted 
to apply to the court herein for authority to sell or compound all 
bad or doubtful debts, and to sell the real or personal property of I 
said bank, on such terms as the court shall direct, and for authority j 
to borrow money and pledge the assets of said bank as security there- | 
for, and for its direction or adjudication on all matters and things ! 
which, under the law or the statutes of the State of Illinois, may be, ! 
or are required to be, presented to this court or any other court of j 
record with respect to the conduct and administration of the receiver- | 
ship and liquidation of said bank. 

It is further ordered, adjudged, and decreed that the said employ- j 
ment of said Cooke, Sullivan & Ricks to represent and act as solicitors ; 
and attorneys for said William L. O'Connell, as said successor re¬ 
ceiver, in all matters, things, controversies and proceedings whatso¬ 
ever, now pending or at any time or times hereafter instituted in this 
cause, or arising out of, or in any way connected with, the conduct 
or administration of the receivership and liquidation of said bank, 
be, and the same is hereby, recognized and made a matter of record j 
herein by this court. 

Enter this 2Gth day of February, A. D. 1934. 

(Signed) Judge Hugo Friend, Judge. 
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21 The said William L. O’Connell continued to act as receiver 
of said Woodlawn Trust and Savings Bank, by virtue of his 

appointment as such pursuant to the said statutes of the State of 
Illinois, from the time of his appointment as such receiver, as 
aforesaid, until his death on July 24, 1936. 

7. Pursuant to the power conferred upon said Board of Trustees 
by the Act of Congress hereinabove referred to, creating the Postal 
Savings System and a board of trustees for the control, supervision, 
and administration thereof, the Board of Trustees of the Postal 
Savings System promulgated and issued certain regulations for the 
guidance of qualified banks and others concerned. 

22 8. On or about December 12, 1911, said Woodlawn Trust 
and Savings Bank made application to the Trustees of the 

Postal Savings System, in accordance with the laws and said Regu¬ 
lations promulgated and issued by the Board of Trustees of the 
Postal Savings System, to qualify for deposits of postal savings 
funds, which said application was granted, and thereafter from 
time to time, until the closing of the bank of the Woodlawn Trust 
and Savings Bank by the Auditor of Public Accounts of the State 
of Illinois, on June 22, 1932, as aforesaid, postal savings funds were 
deposited to the credit of the Board of Trustees of the Postal Sav¬ 
ings System in the bank operated by said Woodlawn Trust and 
Savings Bank in the City of Chicago, in the State of Illinois, and, 
to secure the repayment of such deposits, said Woodlawn Trust and 
Savings Bank turned over and delivered to the Treasurer of the 
United States, who was also Treasurer of the Board of Trustees of 
the Postal Savings System, various bonds which were part of the 
assets of said Woodlawn Trust and Savings Bank. Among the 
bonds so turned over and delivered, the said William A. Julian, as 
Treasurer of the United States and ex-officio Treasurer of the Board 
of Trustees of the Postal Savings System, still holds and retains 
and has possession of bonds described as follows: 

Fifty-eight (58) 3% United States Treasury Bonds, dated Sep¬ 
tember 15, 1931, redeemable September 15, 1951, due September 15, 
1955, in the aggregate principal amount of $267,500, the said bonds 
bei-ng numbered, respectively, 248, 282, 283, 284, 285, 6600, 6601, 6604, 
6605. 6607. 6609. 6611, 6613, 6614, 14419, 14420, 14476, 15367, 15368, 

15369, 15370, 19939, 19957, 199“9, 20215, 23290, 23580, 23682, 24004, 

24043, 24044, 24048, 24049, 47895, 47896, 47897, 47898, 47899, 47900, 

47901, 51866, 51867, 51868, 51869, 51870, 72300, 72301, 72302, 72303, 

72°04. 72305, 72306, 72307, 74545, 74546, 74547, 74548, and 74549. 

Seven (7) 3%% United States Coupon Treasury Bonds, dated 
June 15, 1927, redeemable June 15, 1943, due June 15, 1947, in the 
aggregate principal amount of $7,000, the said bonds being num¬ 
bered, respectively, 00052703. 00052704, 00052705, 00052706, 00052707, 
00052708. and 00052709. 

23 Ten (101 Coupon Bonds of the State of Alabama 

(Series “C’’ Public Road, Highway & Bridge Bonds) dated 

December 1, 1923, due December 1, 1938, in the aggregate principal 
amount of $10,000. the said bonds being numbered, respectively, 9344, 
9345, 9346. 9347, 9348, 9349, 9350. 935U 9352. and 9353. 

Ten (10) 4 %% Coupon Bonds of the State of Arkansas (State 
Toll Bridge Bonds), dated November 1. 1930, due November 1, 1938, 
in the aggregate principal amount of $10,000, the said bonds being 
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numbered, respectively, 382, 385, 386, 387, 404, 405, 406, 407, 408, andj 
409. 

Ten (10) 414 % Coupon Bonds of the State of California (Veter¬ 
ans’ Welfare Bond Act of 1929), dated February 1, 1931, due Feb¬ 
ruary 1, 1941, in the aggregate principal amount of $10,000, the said 
bonds being numbered, respectively, 1160,1161,1162, 1163, 1164, 1165, 
1166, 1167,1168, and 1169. 

Ten (10) 4% Coupon Bonds of the City of Chicago, Illinois (Re¬ 
volving Fund Bonds), dated August 1, 1930, due January 1, 1936, in 
the aggregate principal amount of $10,000, the said bonds being num¬ 
bered, respectively, 4021, 4022, 4023, 4024, 4025, 4026, 4027, 4028, 4029, 
and 4030. 

Ten (10) 5% Bonds of School District Number 89 (Maywood), 
Cook County, Illinois (School Building Bonds), dated December 31, 
1930, in the aggregate principal amount of $10,000, the said bonds 
being numbered, respectively, 41, 42. 43, 44, 45, 51, 52, 53, 54, and 
55, said bonds numbered 41 to 45, both inclusive, bein" due January 
1, 1943, and bonds numbered 51 to 55, both inclusive, being due 
January 1, 1944. 

Ten (10) 4% Federal Farm Loan 4% Coupon Bonds of the Fed¬ 
eral Land Bank of Houston, Texas, dated May 1, 1928, redeemable 
May 1, 1938, due May 1, 1958, in the aggregate principal amount of 
$10,000, the said bonds being numbered, respectively, M381080, 
M381081, M381082, M381083, M381084, M381085, M381086, M3S1087, 
M381088, and M381089. 

Ten (10) 4%% Coupon Bonds of the State of Illinois (Service 
Compensation Bonds, Series B), dated October 1, 1923, due August 
1, 1942, in the aggregate principal amount of $10,000, the said bonds j 
being numbered, respectively, 13113, 13114, 13115, 13116, 13117, 
13118, 13119, 13120, 13121, and 13122. , ! 

Ten (10) 514 % Coupon Bonds of the County of Lenoir, North 
Carolina (Road and Bridge Funding Bonds), dated April 1, 1919, 
in the aggregate principal amount of $10,000, said bonds numbered 
87, 88, 89, 90, 91, and 92 for $1,000 each due April 1, 1938, and said 
bonds numbered 97, 98, 99, and 100 for $1,000 each due April 1, 1939. 

Fifteen (15) 5% Coupon Bonds of the Board of Commis- 
24 sioners of the Port of New Orleans, Louisiana (Port Commis¬ 
sion Serial Canal Gold Bonds), dated July 1, 1918, due July 1,| 
1957, in the aggregate principal amount of $15,000, the said bonds 
being numbered, respectively, A-3177, A-3178, A-3179, A-3180,i 
A-3181, A-3182, A-3183, A-3184, A-3185, A-3186, A-3187, A-3188, 
A-3189, A-3190. and A-3191. 

Ten (10) 4i/>% Coupon Bonds of the State of Louisiana (Highway 
Bonds, Series E), dated Mav 1.1931, due May 1,1943, in the aggregate 
principal amount of $10,000, the said bonds being numbered, respec¬ 
tively, 2811, 2812, 2813, 2814, 2815, 2816, 2817, 2818, 2819, and 2820. 

Eight (8) 41 / 2 % Coupon Bonds of Montgomery County, Ohio (Edi-i 
son Avenue Improvement Bonds), dated April 1, 1930, due October 1, 
1936, in the aggregate principal amount of $8,000, the said bonds beingl 
numbered, respectively, 43, 44, 45, 46, 47, 48, 49, and 50. 

Ten (10) 5% Coupon Bonds of the Proviso Township High School 
District No. 209, Illinois (School Building Bonds), dated July 1,1929, 
due July 1, 1938, in the aggregate principal amount of $10,000, the 
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said bonds being numbered, respectively, 38, 39,40,41,42,43,44,45,46, 
and 47. 

Fifteen (15) 4% Bonds of the City of Seattle, Washington (Seattle 
Bridge Bonds, Series G-2, 1931), dated September 1, 1931, due Sep¬ 
tember 1, 1959. in the aggregate principal amount of $15,000, the said 
bonds being numbered, respectively, 422, 423, 424, 425, 426, 427, 428, 
429, 430, 431. 432, 433, 434, 435, and 436. 

Ten (10) 4 %% Coupon Bonds of the State of South Carolina (State 
Highway Certificate of Indebtedness) dated December 1, 1930, due 
December 1, 1949, in the aggregate principal amount of $10,000. the 
said bonds being numbered, respectivelv, 16367, 163G8, 16369, 16370, 
16371, 16596, 16597, 16598, 16599. and 16600. 

' Five (5) 4% Bonds of the City of Toledo, Ohio (Grade Elimina¬ 
tion Bonds—Fourth Series), dated June 1, 1931, due September 1, 
1942, in the aggregate principal amount of $5,000, the said bonds 
being numbered, respectively, 74, 75, 76. 77, and 78. 

Five (5) 4% Bonds of the City of Toledo, Ohio (University Farm 
Building Refunding Bonds), dated June 1, 1931, due September 1, 
1942, in the aggregate principal amount of $5,000, the said bonds being 
numbered, respectively, 42, 43,44, 45, and 46. 

Ten (10) 5V 2 % Bonds of the City of Tulsa, Oklahoma (Sewer 
Mains and Sub-Main Bonds), dated July 1, 1921, due July 1, 1946, 
in the aggregate principal amount of $10,000, the said bonds being 
numbered, respectively, 276, 282, 283, 2S4, 285, 286, 287, 288, 289, ana 
290. 

Five (5) 4% Coupon Bonds of the City of Waterloo, Iowa (Eight¬ 
eenth Street Bridge Bonds), dated July 1, 1931, due July 1, 
25 1939, in the aggregate principal amount of $5,000, the said 

bonds being numbered, respectively, 34,35,36.37. and 38- 

Five (5) 5% Coupon Bonds of the County of Wayne, North Caro¬ 
lina (School Funding Bonds), dated July 1, 1931, due July 1, 1936, in 
the aggregate principal amount of $5,000, the said bonds being num¬ 
bered, respectively, 16, 17, 18, 19, and 20. 

Five (5) 4*/>% Coupon Bonds of the City of West Allis, Wiscon- 
' sin (Storm Sewer Bonds for the year 1931), dated March 1, 1931, 
due March 1, 1944, in the aggregate principal amount of $5,000, the 
said bonds being numbered, respectively, 13, 14, 15, 16, and 17. 

All of said bonds except said 3%% United States Coupon Treas¬ 
ury Bonds, dated June 15, 1927, in the aggregate principal amount 
of $7,000, which were delivered to and pledged with the Treasurer of 
the United States on or about July 2, 1927, were delivered to and 
pledged with the Treasurer of the United States, as aforesaid, dur- 
]n<j the years 1931 and 1932. 

Five (5) 4% Coupon Bonds of the Territory of Hawaii (Public 
Improvement, Series of 1912-13), dated September 3, 1912, due 
September 3, 1942, in the aggregate principal amount of $5,000, the 
said bonds being numbered, respectively, 976, 977, 978, 979, and 980, 
were turned over and delivered by said Woodlawn Trust and Savings 
Bank to the Treasurer of the United States on or about October 22, 
1913, to secure the repayment of such deposits. Said $5,000 principal 
amount of 4% Coupon Bonds of the Territory of Hawaii have been 
redeemed and the proceeds thereof amounting to $5,098.88, principal 
and interest, have been received by the Treasurer of the United States 
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and by him credited to the Board of Trustees of the Postal Savingjs 
System. 

9. At the time of the appointment of the said H. C. Vernon as 
receiver of said Woodlawn Trust and Savings Bank, as aforesaid, on 
July 1, 1932, the then Treasurer of the United States held in his pos¬ 
session certain other bonds which said Woodlawn Trust and sav¬ 
ings Bank had theretofore turned over and delivered to the 

26 Treasurer of the United States to secure the repayment of de¬ 
posits of postal savings funds to the credit of the Board of 

Trustees of the Postal Savings System in the bank operated by sai<jl 
Woodlawn Trust and Savings Bank in the City of Chicago, in the 
State of Illinois, which bonds are described as follows: 

Five (5) 414% bonds of Lake View Township, Illinois (Park Imb 
provement bonds), due July 15, 1934, in the aggregate principajl 
amount of $5,000, the said bonds being numbered, respectively, 2411, 
242, 243, 244, and 245; 

Four (4) 5% bonds of Proviso Township, Illinois (School Builds 
ing bonds), due July 1, 1932, in the aggregate principal amount or 
$4,000, the said bonds being numbered, respectively, 1, 2, 3, and 407; 
and 

Two (2) 5% bonds of Tuscola Union School District, Illinois, No. 
82, due February 1, 1935, in the aggregate principal amount of $2,000, 
the said bonds being numbered, respectively, 11 and 12. 

All of said bonds matured and the principal amounts thereof wenb 
paid to said Treasurer of the United States and by him credited t<|) 
the Board of Trustees of the Postal Savings System, after the apf 
pointment of said H. C. Vernon, as receiver of said Woodlawn Trust 
and Savings Bank, and the proceeds of said bonds have not been paiq 
to the said H. C. Vernon, or to the plaintiff as receiver of said Wood! 
lawn Trust and Savings Bank. 

10. After the closing of the bank of said Woodlawn Trust and 
Savings Bank by the Auditor of Public Accounts of the State of 
Illinois, as aforesaid, the Treasurer of the United States collected 
and received various sums of money for and on account of interest on 
the said bonds pledged as aforesaid, which have by him been credited 
to the Board of Trustees of the Postal Savings System, in the aggrej 
gate amount of $90,657.96. 

11. At the time that the said Woodlawn Trust and Savings Banl? 
was closed, on June 22, 1932, the deposit of postal savings funds to 

the credit of the Board of Trustees of the Postal Savings Sysj 

27 tern in the bank operated by said Woodlawn Trust and Savings 
Bank in the City of Chicago, in the State of Illinois, togetheif 

with interest thereon, amounted to $454,793.04, no part of which haS 
been repaid. 

12. The said Woodlawn Trust and Savings Bank became a membeif 
of the Federal Reserve System on January 6, 1920, and continued aS 
such until it suspended as a going institution on June 22, 1932, when 
the Auditor of Public Accounts of the State of Illinois took control 
of its affairs as set forth in paragraph 6 of this stipulation. The 
Federal Reserve stock of said Woodlawn Trust and Savings Bank was 
canceled August 12, 1932. 

By so agreeing that the foregoing facts are true., the parties hereto 
are not agreeing as to any legal rights or liabilities resulting there^ 
91504—38-2 
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from, and in particular are not agreeing as to the rights of the parties 
hereto in and to the bonds turned over and delivered by Woodlawn 
Trust and Savings Bank to secure the payment of postal savings 
funds deposited with it to the credit of the Board of Trustees of the 
Postal Savings System, or in and to the income or proceeds received 
by the Treasurer *of the United States from any of said bonds since 
June 22, 1932. 

Any of the parties hereto shall have the right to offer, upon the 
hearing of this cause, any evidence not inconsistent with or contra¬ 
dictory to the foregoing facts. All objections and exceptions to the 
competency, relevancy and materiality of any of said facts are hereby 
reserved to both parties hereto. 

Dated this 28th day of March A. D. 1938. 

(s) Llewllyn A. Luce, 

i Cooke, Sulijvan & Ricks, 

Attorney for Charles II. Albers, as Receiver of Wood- 

lawn Trust and /Savings BanJc, a corporation. 

! (s) David A. Pine, 

United States Attorney, 

28 Leslie C. Garnett, 

Special Assistant to the Attorney General , 

H. L. Underwood, 

Assistant United States Attorney, 
Attorneys for James A. Farley, Postmaster General; Ilenry 
Morgenthau, Jr., Secretary of the Treasury; Homer S. 
Cummings , Attorney General , constituting the Board of 
Trustees of the Postal Savings System; and William A. 
Julian, Treasurer of the United States and Treasurer of 
the Board of Trustees of the Postal Savings System. 

29 Thereupon, plaintiff offered in evidence a certified copy of 
the charter of the Woodlawn Trust and Savings Bank, which 

was received and marked “Plaintiff's Exhibit No. 2 , and in words 
and figures is as follows: 

“State of Illinois, 

Auditor’s Office, 
Springfield, April 27, 1905. 

To All to Whom these Presents Shall Come, Greeting: 

Whereas, Proper evidence has been filed in the office of the Auditor 
of Public Accounts, showing the organization of the Woodlawn 
Trust and Savings Bank located at Chicago, County of Cook and 
State of Illinois, under and in accordance with the provisions of 
‘An Act concerning Corporations with Banking Powers’ approved 
June 16, 1887, as amended by act approved June 3, 1889, ratified by 
vote of the people at an election held November 4, 1890; 

And Whereas, It appears from the evidence furnished the Auditor, 
as required by law, that the capital stock of said association, amount¬ 
ing to Two Hundred Thousand Dollars, has been fully paid in, and 
is now in the custody of the proper officers of said association; 

Now, Therefore, I, J. S. McCullough, Auditor of Public Accounts 
of the State of Illinois, by virtue of the power vested in me by the 
iict aforesaid, do hereby authorize, said Woodlawn Trust and Sav¬ 
ings Bank to commence business as a Bank or Banking Association, 
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under the provisions of said act, for the purpose of discount an{l 
deposit, and to buy and sell exchange and to do a general banking 
business excepting only issuing bills to circulate as money, and with 
power to loan money on personal and real security and to accept 
and execute trusts. 

In Testimony Whereof, I hereunto subscribe my name and affix 
the seal of mv office, the day and year first above written. 

Auditor’s Office. Illinois. No. 3687559. 

J. S. McCullough, 

Auditor Public Accounts. ! 

Filed for Record Apr. 29, A. D. 1905, at 11 A. M. 

Abel Davis, 

Recorder .” 

(The certificate of the Record of Deeds, certifying that the copy is 
a true copy of the original filed April 29, 1905, is omitted from thi^ 
transcript.) 

Plaintiff also offered in evidence a copy of the regulations issued 
in 1911, in 1913, in 1916, in 1927, in 1930, and 1931 by the Postal 
Savings System, under the Act of June 25, 1910, for the guidance of 
banks qualifying as depositories of Postal Savings Funds. Said 
copies were received and marked, “Plaintiff’s Exhibits No. 3-A, 3-Ef, 
3-C, 3-D, 3-E, and 3-F”, respectively. 

29a Each of those exhibits contains the following provisions 
among others: 

“The Third Assistant Postmaster General is hereby constituted thp 
agent of the Board of Trustees for all purposes connected with th^ 
qualification of depository banks, the fixing of the amounts of secu¬ 
rities to be deposited and withdrawn by such banks and the condi¬ 
tions of such deposits and withdrawals, the deposit of postal savings 
funds to the credit of said Board and the withdrawal and transfer of 
such funds, the authorization of the sale of securities of banks which 
fail or decline to repay deposits on demand, the purchase of postal 
savings bonds for depositors, and the repurchase of such bonds fojr 
the purpose of maintaining their parity. 

“All correspondence and reports intended for the Board of Trusr 
tees shall be addressed to the Third Assistant Postmaster General, 
Division of Postal Savings, Washington, D. C. 

“Bonds or securities conforming to the requirements of section 8 
and in the amount specified in the notification of the Third Assistant 
Postmaster General shall be forwarded by the bank directly to th£ 
Treasurer of the United States, Washington, D. C. 

“Either registered or coupon bonds will be accepted, but all regisr- 
cered bonds shall be registered in the name of ‘The Treasurer of thfe 

United States, in trust for the_Bank, of_I 

-, as security for postal savings funds.’ 

“On receipt of notice from the Treasurer of the United States that 
the securities required of any bank have been received and accepted, 
the Third Assistant Postmaster General will notify such bank that 
it has qualified to receive deposits of postal savings funds. He will 
state the amount fixed as the maximum balance which may be helc£ 
by such bank, and will instruct the proper postmaster to make 
deposits therein. 
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“All postal savings funds are required to be deposited to the credit 
of the Board of Trustees.” 

The remainder of said exhibits are not set forth herein but are by 
stipulation to be availed of to such extent as counsel may desire. 

30 Plaintiff then offered in evidence certain receipts, 30 in num¬ 
ber, issued by the Treasurer of the United States to the Wood- 

lawn Trust and Savings Bank, showing the deposit with the United 
States Treasurer of certain bonds to secure postal savings deposits. 
Said receipts were received and marked “Plaintiff’s Exhibits 4-A to 
4-DD. 

Said receipts are identical in form, and vary only as to date, num¬ 
ber, and description of the security receipted for. In the interest of 
ecenomy, Exhibit 4-A is here set forth in extenso, and thereafter the 
date and description of the security covered by the other exhibits. 

“Treasury Department, 

Office of the Treasurer of the United States, 

Washington, May 1032. 

Received of Woodlawn Trust & Savings Bank, Chicago, Illinois. 
3% Treasury Bond of 1951-55, as described below, in the name of the 
Treasurer of the United States, in trust for this bank, amounting to 
Ten thousand dollars, which are held by the Treasurer of the United 
States as security for the safe-keeping and prompt payment by that 
bank of all postal savings funds that have been or may be deposited 
with it, and for the faithful performance of its duties as a postal 
savings depository of the United States. 

M. Leet, 

Acting Assistant Treasurer of the U. S. 

P. S. Depository No. 5056. 

Date of bonds Sept. 15, 1931; rate 3%; redeemable 9-15-51; due 
9-15-55; numbers 23682; amounts $10,000; secures $10,000; coupons 
$150.00; due Mar.-Sept. 15th.” 

Plaintiff’s Exhibit 4-B, receipt dated March 17, 1932. P. S. 

31 Depositorv No. 5056, covers five $10,000 3% Treasury Bonds of 
1951-55—Total $50,000. 

Plaintiff’s Exhibit 4^C, receipt dated December 30, 1931, P. S. 
Depository No. 5056, covers two $10,000 Treasury Bonds of 1951-55— 
Total $20,000. 

Plaintiff’s Exhibit 4^D, receipt dated October 15, 1931, P. S. De¬ 
pository No. 5056, covers three $1,000, one $5,000, and one $10,000 
United States 3% Coupon Treasury Bonds of 1951-55—Total $18,000. 

Plaintiff’s Exhibit 4-E, receipt dated November 6, 1931, P. S. De¬ 
pository No. 5056, covers two $1,000 and two $10,000 United States 
3% Coupon Treasury Bonds of 1951-55—Total $22,000. 

Plaintiff’s Exhibit 4-F, receipt dated October 8, 1931, P. S. Depos¬ 
itory No. 5056, covers four $500, seven $1,000, two $5,000, and one 
$10,000 United States 3% Coupon Treasury Bonds of 1951-55—Total 
$29,000. 

Plaintiff’s Exhibit No. 4-G, receipt dated December 8, 1931, P. S. 
Depository No. 5056. covers two $10,000 United States 3% Coupon 
Treasury Bonds of 1951-55—Total $20,000. 

Plaintiff’s Exhibit No. 4-H, receipt dated June 21, 1932, P. S. De¬ 
pository No. 5056, covers one $500, thirteen $1,000, five $5,000, and 
six $10,000 3% Treasury Bonds of 1951-55—Total $98,500. 
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Plaintiff's Exhibit No. 4-1, receipt dated July 2, 1927, P. S. Depos¬ 
itory No. 5056, covers seven $1,000 United States 3%% Coupon Treasj- 
ury Bonds of 1943-47—Total $7,000. 

Plaintiff’s Exhibit No. 4-J, receipt dated August 7, 1931, P. S. De¬ 
pository No. 505G, covers ten $1,000 4% % Coupon Bonds of the Statje 
of Alabama (Series “C” Public Boad, Highway & Bridge Bond)—j- 
Total $10,000. 

Plaintiff’s Exhibit No. 4-K, receipt dated January 17, 1931, P. $. 
Depository No. 5056, covers ten $1,000 4%% Coupon Bonds of thfe 
State of Arkansas (State Toll Bridge Bond)—Total $10,000. 

Plaintiff’s Exhibit No. 4-L, receipt dated April 13, 1931, 

32 P. S. Depository No. 5056. covers fen $1,000 4*4% Coupon 
Bonds of the State of California (Veterans’ Welfare Bond 

Act of 1929)—Total $10,000. 

Plaintiff’s Exhibit No. 4-M, receipt dated March 9, 1931, P. S. 
Depositorv No. 5056, covers ten $1,000 4% Coupon Bonds of the City ojf 
Chicago, Id. (Revolving Fund Bond)—total $10,000. 

Plaintiff’s Exhibit No. 4-N, receipt dated December 29. 1931, P. Si. 
Depository No. 5056, covers ten $1,000 School District Number 89 
(Mavwood), Cook County, Illinois (School Building Bond)—total 
$ 10 , 000 . 

Plaintiff’s Exhibit No. 4-0, receipt dated August 7, 1931, P. S. 
Depository No. 5056, covers ten $1,000 Federal Farm Loan 4% Coupon 
Bonds of the Federal Land Bank of Houston, Texas—total $10,000. 

Plaintiff’s Exhibit No. 4-P, receipt dated August 1. 1931, P. Sj. 
Depository No. 5056. covers ten $1,000 4% (4 Coupon Bonds of the 
State of Illinois (Service Compensation Bond, Series B)—total 
$ 10 , 000 . 

Plaintiff’s Exhibit No. 4-Q, receipt dated August 7. 1931, P. Sj. 
Depository No. 5056, covers six $1,000 and four $1,000 5 y 2 % Coupon 
Bonds of the County of Lenoir, North Carolina (Road and Bridg^ 
Funding Bond)—total $10,000. 

Plaintiff’s Exhibit No. 4-R, receipt dated January 17. 1931, P. Sj. 
Depository No. 5056, covers fifteen $1,000 5% Coupon Bonds of th4 
Board of Commissioners of the Port of New Orleans, Louisiana (Port^ 
Commission Serial Canal Gold Bond)—total $15,000. 

Plaintiff’s Exhibit No. 4^S, receipt dated August 1, 1931, P. Si 
Depositorv No. 5056, covers ten $1,000 4 14 % Coupon Bonds of the 
State of Louisiana (Highway Bond, Series E)—total $10,000. 

Plaintiff’s Exhibit No. 4-T, receipt dated March 19, 1931, P. Si 
Depository No. 5056, covers eight $1,000 4i/>% Coupon Bonds ot| 
Montgomery County, Ohio (Edison Avenue improvement Bond)—f 
total $8,000. 

Plaintiff’s Exhibit No. 4r-U, receipt dated August 14, 1931, P. S. 
Depository No. 5056, covers ten $1,000 5% Coupon Bonds of the 
Proviso Township High School District No. 209, Illinois (School 
Building Bond)—total $10,000. 

33 Plaintiff’s Exhibit No. 4-V, receipt dated May 21, 1932, P. Sj 
Depository No. 5056, covers fifteen $1,000 City of Seattle] 

Washington. (Seattle Bridge Bond, Series G-2, 1931)—Total 
$15,000. 

Plaintiff’s Exhibit No. 4-W, receipt dated January 17, 1931, P. S] 
Depository No. 5056, covers ten $1,000 4%% Coupon Bonds of the! 



20 J - A. FARLEY ET AL. VS. CHARLES H. ALBERS, RECRS., ETC. 


State of South Carolina (State Highway Certificate of Indebted¬ 
ness)—Total $10,000. 

Plaintiffs Exhibit Xo. 4-X, receipt dated December 31, 1931, P. S. 
Depository No. 5056, covers five $1,000 City of Toledo, Ohio (Grade 
Elimination Bonds—Fourth Series)—Total $5,000. 

Plaintiff’s Exhibit No. 4-Y, receipt dated January 6, 1932, P. S. 
Depository No. 5056, covers ten $1,000 City of Tulsa, Oklahoma 
(Sewer Mains and Sub-Main Bonds)—Total $10,000. 

Plaintiff’s Exhibit No. 4-Z, receipt dated October 15, 1931, P. S. 
Depository No. 5056, covers five $1,000 4% Coupon Bonds of the City 
of Waterloo, Iowa. (Eighteenth Street Bridge Bond)—Total $5,000. 

Plaintiff’s Exhibit No. 4-AA, receipt dated August 31, 1931, P. S. 
Depository No. 5056, covers five $1,000 5% Coupon Bonds of the 
Countv of Wayne, North Carolina (School Funding Bond)—Total 
$5,000.' 

Plaintiff's Exhibit No. 4-BB, receipt dated October 1, 1931, P. S. 
Depository No. 5056, covers five $1,000 4%% Coupon Bonds of the 
Citv of West Allis, Wis’onsin (Storm Sewer Bond For The Year 
1931)—Total $5,000. 

Plaintiff's Exhibit No. 4—CC, receipt dated October 22, 1913, P. S. 
Depository No. 5056, covers five $1,000 Coupon Bonds of the Terri¬ 
tory of Hawaii, (Public Improvement, Series of 1912-13)—Total 
$5,000. 

Plaintiff’s Exhibit No. 4-DD, receipt dated January 2, 1932, P. S. 
Depository No. 5056, covers five $1,000 City of Toledo, Ohio (Uni¬ 
versity Farm Building Refunding Bond)—Total $5,000. 

There was offered and received in evidence, marked “Plaintiffs 
Exhibit No. 5-A,” a copy of the application by the Woodlawn Trust 
and Savings Bank, dated December 12, 1911, to the Board of 
34 Trustees, Postal Savings System, for deposit of funds of the 
Postal Savings System. Said exhibit is in words and figures 
as follows: 

“Copy 

Woodlawx Trust and Savings Bank, 

1204 East 63rd Street, 
Chicago , December 12, 1911. 

Board of Trustees, 

Postal Savings System , Washington, D. C. 

Gentlemen: This bank herewith makes application for a deposit 
of funds not exceeding Two Hundred Thousand Dollars ($200,- 
000.00) of the Postal Savings System, and submits herewith a copy 
of their statement of condition rendered to the State Auditor at the 
opening of business December 6th, 1911, duly certified to by two 
directors. 

Yotirs respectfully, 

(s) J. W. Watson, Cashier. 

Ends. 

JWW/MB 
Copied by VH 
Verified by MTD” 


I 
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There was also offered and received in evidence, as Plaintiff’s Ex¬ 
hibit No. 5-B, a copy of a statement made by two directors of the 
said Bank to the Board of Trustees, Postal Savings Svstem, certify¬ 
ing to the organization and business of said Bank. Said exhibit is 
in words and figures as follows: 

“Copy 

Woodlawn Trust and Savings Bank, 

1204 East 63rd Street, 

■ 

35 Chicago , December 11 , 1011. 
Board of Trustees, 

Postal Savings System. 'Washington , D. C. 

Gentlemen: We. Wm. D. McKey and Clnis. M.Poague, Director^, 
and John W. Watson, Cashier, of the Woodlawn Trust & Saving^ 
Bank, hereby certify that said Bank is a regularly organized Bank, 
under the laws of the State of Illinois, is engaged in the banking 
business, and is subject to State supervision and examination. 

(s) William D. McKey, Director. 

(s) Ciias. M. Poacue, Director. 

J. W. Watson, Cashier . 

Copied by VH. 

Verified by MTD.” 

Plaintiff further offered in evidence, a copy of a letter dated Decem¬ 
ber 19, 1911, from the Secretary of the said Board of Trustees to the 
said Bank, informing the latter of the approval of its application to 
receive postal savings deposits. Said letter was received and marked 
“Plaintiff’s Exhibit No. 5-C,” and is in words and figures as follows: 

“Copy 

FL-22. 

December 19, 1911. 

Woodlawn Trust and Savings Bank, 

Chicago , Illinois. 

Gentlemen : By direction of the Board of Trustees the application 
of your bank to qualify to receive deposits of Postal Savings: 

36 funds, in connection with the reapportionment of the deposit^ 
of the Chicago post office, has been approved. You are re] 

quested to transmit before at once to the Treasurer of the United 
States, Washington, D. C., securities of the classes specified in Sect 
tion 5 of the regulations for the guidance of banks sufficient in amount! 
to cover deposits of $5,000 of postal savings funds, your attention 
being directed particularly to the valuation placed on bonds of classes 
B and C and to the fact that fractions of a thousand will not be re] 
ceived. Bonds in denominations of less than one thousand dollars 
will be accepted if offered in multiples of one thousand dollars. 

When such securities have been accepted by the Treasurer of the 
United States, you will be duly informed and the necessary accounting 
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forms will be sent. The local postmaster will then be instructed to 
deposit postal savings funds with your bank beginning January 1,1912. 
Very trulv yours. 

v (s) T. L. Weed, 

Secretary , Board of Trustees. 

AGM-IB 
Copied bv VH 
Verified by MTD” 


It was then stipulated by the parties, in open court, that in respect 
of certain of the bonds pledged with the Treasurer of the United 
States by the Wood lawn Trust and Savings Bank to secure postal 
savings deposits, which had matured and the principal amount thereof 
had been collected by the said Treasurer, after the appointment of the 
receiver of the said bank, the respective dates on which the Treasurer 
of the United States received said moneys are as follows: 

Lake View Township. Illinois. Park Improvement Bonds in the 
principal amount of $5,000. paid on December IT. 1934. 

Proviso Township, Illinois. School Building Bonds, due July 1, 
1932, in the principal amount of $4,000. paid on February 25. 1935. 

Tuscola Union School District, Illinois, No. 82. Bonds, due February 
1, 1935. in the aggregate principal sum of $2,000. paid March 1, 1935. 

Five 4 r / Coupon Bonds of the Territory of Hawaii, Public Im¬ 
provement, Series of 1912-13, due September 3, 1942, in the 
37 aggregate principal amount of $5,000, paid October 30, 1935. 

Thereupon, the Plaintiff rested. 

Whereupon, and in support of their case, defendants presented 
and introduced depositions of John W. F. Smith, Harvey James 
Keenan, and Horace M. Cooling, taken on their behalf, after due 
notice, at Chicago, Illinois, before Marvin C. Mixon, a notary pub¬ 
lic of Cook County, Illinois, on December 10, 1937, to wit: 

John W. F. Smith, called as a witness on behalf of the defendants, 
being duly sworn, testified that he is a Bank Examiner in the State 
Auditor’s Office of Illinois and has been such for six and one-half 
years. 

Pursuant to subpoenas duces tecum, witness produced reports of 
examinations made of the Woodlawn Trust and Savings Bank of 
Chicago by bank examiners of the Auditor's Office, covering the 
period 1911 to 1932. 

Witness identified a typewritten statement shown to him as a 
list of the amounts of Postal Savings Deposits on various dates in 
the Woodlawn Trust and Savings Bank, together with a list of the 
securities pledged by the Bank with the Board of Trustees of the 
Postal Savings Svstem: the data appearing thereon was taken from 
the reports of the examiners of the said Auditor's Office. Said 
statement was offered in evidence and was objected to by plaintiff 
“on the ground it is immaterial.” 

The document was marked “Defendants’ Exhibit B*’ and is in 
words and figures as follows, to wit: 

“Chicago, Illinois. 

“December 16, 1037. 

“It is stipulated and agreed, bv the respective parties, that reports 
on file in the Office of the Auditor for Public Accounts, State of 
Illinois, of examinations made by bank examiners of that Office, 
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covering the condition of the Woodlawn Trust & Saving 
38 Bank, Chicago, Illinois, disclose the following with respect to 
deposits of postal savings funds and with respect to securities 
pledged with the Treasurer of the United States to secure repay¬ 
ment thereof: to wit, 


funds 


$5,535.97. No record of the bonds pledged to secure such funds. 

“Examination of February 4, 1914. No record of postal savings 
funds on deposit. No record of bonds pledged to secure such fundk 
“Examination of May 11, 1915. Postal savings funds on deposit, 
$12,209.56. No record of bonds pledged to secure such funds. 

“Examination of July 12, 1917. Postal savings funds on deposit, 
$12,991.82. No record of bonds pledged to secure such funds. 

“Examination of December 9, 1918. Postal savings funds on de¬ 
posit, $11,400.26. No record of bonds pledged to secure such funds. 

“Examination of April 14, 1919. Postal savings funds on deposit, 
$13,499.72. Bonds pledged to secure such funds, as follows: 

Character of bonds: Parvahte 

Second Liberty Loan_ $2.0(k) 

First Liberty Loan_ 6.500 

Fourth Liberty Loan_ 10,000 

Territory of Hawaii_ 5 . Otfo 

Total par value-$23,500 

39 “Statement relative to the Postal Savings transactions ojf 
the Woodlawn Trust & Savings Bank, Chicago, Illinois. 
“Examination of October 6, 1919. Postal savings funds on deposit, 
$11,693.02. No record of bonds pledged to secure such funds. 

^ “Examination of January 17,1921. Postal savings funds on deposit, 
$4,727.25. Bonds pledged to secure such funds, as follows: 

Character of bonds: Par val^e 

First Liberty Loan_ $g, 50 b 

Victory Liberty Loan_ G. 000 

Territory of Hawaii- 5,000 

--1- 

Total par value--$17,50|0 

“Examination of February 20, 1922. Postal savings on deposit, 
$5,046.16. No record of bonds pledged to secure such funds. 

“Examination of May 1, 1923. Postal Savings funds on deposit, 
$10,034.30. Bonds pledged to secure such funds, as follows: 

Character of bonds: Parvaln^ 

First Liberty Loan- $G. 50) 

Territory of Hawaii- 5 ,' 00 Q 

Total par value___$ 11 , 50<j> 

“Examination of April 14, 1924. Postal savings funds on deposit, 
$13,499.72. No record of bonds pledged to secure such funds. 

“Examination of December 12. 1928. Postal savings funds ori 
deposit, $20,024.35. No record of bonds pledged to secure such fundsl 
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“Examination of May 6, 1925. Postal saving funds on 
40 deposit, $18,903.29. Bonds pledged to secure such funds, as 
follows: 


Character of bonds: Tar value 

Territory of Hawaii_ $5, (KM) 

First Liberty Loan_ 6. ."00 

Second Liberty Loan_ 7,000 

Fourth Liberty Loan_ 2,000 


Total par value_$20,500 

“Statement relative to the Postal Savings transactions of the Wood- 
lawn Trust & Savings Bank, Chicago, Illinois. 

“Examination of September 13, 1920. Postal savings funds on 
deposit, $19,619.05. No record of bonds pledged to secure such funds. 

“Examination of December 12, 1927. Postal savings funds on 
deposit, $20,313.91. Bonds pledged to secure such funds, as follows: 


Character of bonds: Tar value 

Territory of Hawaii_ $5.000 

U. S. Treasury_ 7,000 

U. S. Treasury, First Liberty_ 6, 500 

Fourth Liberty Loan_ 2,000 


Total par value_$20,500 

“Examination of December 2,1929. Postal savings funds on deposit, 
$19,925.26. Bonds pledged to secure such funds, as follows: 


Character of bonds: Tar value 

Territory of Hawaii_ $5, 000 

First Liberty Loan_ 7, 000 

Fourth Liberty Loan_ 2.000 

U. S. Treasury, 3% c /c _ 7,000 


Total par value-$21,000 

41 “Examination of December 8.1930. Postal savings funds on 
deposit, $50,099.11. Bonds pledged to secure such funds, as 
follows: 


Character of bonds: Tar value 

Territory of Hawaii_ $5, 000 

U. S. Treasury 3 : &%_ 7, 000 

First Liberty Loan_ 3, 000 

Fourth Liberty Loan, 4%%_ 20, 000 

Fourth Liberty Loan, 4 l /j% _ 20,000 


Total par value_$55, 000 


In connection with this examination photostat of a sheet of the exam¬ 
iner’s report will be submitted showing upwards of $76,000 in bonds 
pledged for this purpose. 

“Examination of December 15, 1931. Postal savings funds on 
deposit, $350,877.63. Bonds pledged to secure such funds, $398,500.00. 
Pledged bonds will be shown by photostat of sheet of examiner’s 
report of examination. 

“Statement relative to the Postal Savings transactions of the 
Woodlawn Trust & Savings Bank, Chicago, Illinois. 

“Examination of January 22, 1932. Postal savings funds on de¬ 
posit, $449,889.95. Bonds pledged to secure such funds, $473,500.00. 
Pledged bonds will be shown by photostat of sheet of examiner’s 
report of examination. 


I 
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“It is further stipulated and agreed that the showing; herein $et 
forth will be supplemented, in part, with information of similar char¬ 
acter, shown by photostats of certain sheets of examiners’ reports bf 
examinations of the Woodlawn Trust & Savings Bank.” 

42 Witness made an investigation of the reports made by the 
Woodlawn Bank to the Auditor; those reports during tpe 

period 1911 to 1932 do not show specifically the amount of postal 
savings on deposit in that bank, or the securities or the amount 
thereof pledged to cover such deposits; such deposits would be sho'vj’n 
in “other time deposits.” 

The reports made by the bank are made on call and are denomi¬ 
nated call reports. 

Witness was unable to locate any list or record kept by the Auditor 
of Public Accounts of State banks which had deposits of postal 
savings funds. 

“Mr. Uni>ekwood. Q. Can you say whether or not it was well 
known in the Auditor’s Office that state banks were receiving deposits 
of Postal Savings Funds ' 

“Mr. Dines. We object to that on the ground it is immaterial arid 
incompetent. 

“Mr. Underwood. Q. What was the answer? 

“A. I can’t say whether it was well known or not. I would just 
have to say no, that is- 

“Q. Well, was it known? 

“Mr. Dines. We object on the same grounds. 

“The Witness. Known from our reports, examination reports.” j 

The Auditor makes biennial reports for the Governor and Legisla¬ 
ture. Witness has examined such of such reports for the period 
1911 to 1935 as were in the Auditor’s Office; prior to December 193$, 
they do not show any item of securities pledged by State banks o,f 
Illinois for Postal Savings funds; neither do they show the amounlt 
of Postal Savings funds on deposit in such banks. Subsequent t|o 
1933 arid after the moratorium, the form of the call reports waJs 
changed and the Auditor’s Office was able to secure information and 
the reports subsequent to December 1933 show the par value of this 
securities pledged to secure Postal Savings Deposits. 

43 “Mr. Underwood. Q. Now, Mr. Smith, at the present time 
do you know whether there are solvent state banks in Illinois 

which have on deposit Postal Savings Funds and have pledged secu¬ 
rities to secure those funds? 

“Mr. Dines. Now, just a minute. We object to that on the ground 
it is immaterial and incompetent. 

“Mr. Garnett. May I make the suggestion for the record that it be 
stipulated and understood that all this testimony is taken subject to 
your objection to its relevancy and materiality. 

“Mr. Cooke. That will be all right. 

“Mr. Dines. That will be all right, we can object in court. 

“Mr. Garnett. Surely. 

“The Witness. Will you read the question? 

“(The question was read.) 

“The Witness. A. I know that they did have on September 30th. 

“Mr. Underwood. Q. September 30th of what? i 

“A. 1937.” 
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Witness is shown a list of State banks of Illinois and states that 
the banks shown on that list all had securities pledged in connection 
with their Postal Savings deposits as of September 30, 1937, and that 
the amounts stated on said lists are approximately correct. The docu¬ 
ment was offered in evidence subject to plaintiff’s objection to it on 
the ground of incompetency and immateriality. It is marked “De¬ 
fendant’s Exhibit C” and is in words and figures as follows: 


Security value of 

“Name of bank and location pledged collateral 

Belleville Bank & Trust Co.. Belleville, Ill_ $7,000 

State Bank of Cherry, Cherry, Ill- 25. 970 

Banco di Napoli Trust Co. of Chicago, Chicago, Ill_ 45, 000 

44 State Bank of Collinsville. Collinsville. Ill_ 5.100 

State Bank of East Moline, East Moline, Ill- 10. 000 

Effiingham State Bank, Effingham. Ill_ 5,000 

Bank of Evansville, Evansville, Ill- 49.570 

Fair bury State Bank, Fairbury, Ill-- 5.0<H) 

State Bank of Geneva, Geneva, Ill_ 30.000 

Peoples State Bank, Gillespie, Ill_ 10, 400 

Montgomery County Loan & Trust Co., Hillsboro, Ill_101.500 

Farmers State Bank & Trust Co.. Jacksonville, Ill_ 5,000 

Farmers & Miners Bank. Ladd, Ill_ 13.090 

Farmers State Bank of Lawrenceville, Lawrenceville, Ill_ 25.000 

Monmouth Trust & Savings Bank, Monmouth, Ill_ SO. 000 

State Bank of Niantic, Niantic, Ill_ 12.000 

Jefferson Tr. & Savings Bank of Peoria. Peoria. Ill_ 21.200 

First State Bank of Red Bud. Red Bud. Ill___ 5. 000 

Red Brnl Trust Co.. Red Bud. Iil_ 28,300 

Rock City Bank. Rook City, Ill___ 10.000 

State Bank of St. Charles. St. Charles, Ill_ 33.000 

First Tr. & Savings Bank of Watseka. Watseka, Ill_ 20. OoO 

First State Bank of Wenona, Wenona, Ill- 5. 000 

Western Springs State Bank, Western Springs, Ill_ 10.000” 


Witness does not know whether any action has been taken bv the 
Office of the Auditor of Public Accounts of the State of Illinois 
with respect to calling attention of these solvent banks listed on 
Exhibit “C” to the fact that the giving of securities for Postal Sav¬ 
ings Funds is deemed by that officer or the State authorities or State 
courts to be beyond the charter powers of such institutions. He 
would not be in a position to know. Nothing in the records that he 
has passed on or which has come to his attention indicated any such 
action by the auditor. 

Witness is shown a letter dated May 3,1932, purporting to be signed 
by Oscar Nelson, on the letterhead of the State Auditor’s 
45 Office. The name Oscar Nelson was signed by Mr. Drennan 
in charge of receiverships in the Southern Division. Said let¬ 
ter was offered in evidence subject to plaintiff’s objection on the 
ground of incompetency and immateriality. Said document was 
marked “Defendant’s Exhibit D" and is in words and figures as 
follows: 

“State of Illinois, 

Office of the Auditor of Public Accounts. 

Springfield, Mag 3, 1333. 

“Board of Trustees, 

Postal Savings System, Washington, D. C. 
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Attention: Mr. W. T. S. Rollins, Director 

“Gentlemen: We have received correspondence from several of 
the Receivers of State Banks in the State of Illinois in regard to de¬ 
posits of Postal Savings money wherein the collateral will not s^ll 
for enough to pay these deposits in full, and the correspondence froim 
you to these Receivers indicates that you will not sell the bonds up<|m 
their request, unless the Auditor of Public Accounts will forward 
you a letter bearing the seal of his office, stating that a check covering 
such difference will be sent in settlement of the account. 

“Under the laws of Illinois, you, of course, are entitled to convert 
the collateral into cash and apply the same on your claim, and you 
would be entitled to file a common claim against the bank for tl[ie 
full amount of the deposit, and both of these avenues could be pur¬ 
sued, and, no doubt, such course would enable you to collect your 
claim in full. 

46 “This Department is not authorized, under the State statutes, 
to allow you a preferred claim or to order the Receiver to paly 

you in cash. It is possible that, under the Government statutes, the 
balance due, after you had sold the collateral, would be considered 
as a preferred claim, and we would be glad to have you send us cita¬ 
tions regarding this, and, if it is decided that the balance due yqu 
would be a preferred claim, we can arrange to have our local courts 
allow a preferred claim and see that you are paid in full within a 
reasonable length of time. 

“We are anxious to cooperate with you in handling these matteifs 
and would be glad to have you correspond with us until such tinie 
as we can work out a program which will be satisfactory to all con¬ 
cerned. 

“Very truly yours, 

“(Signed) Oscar Nelson, 

“Auditor of Public Accounts. ! 

“Signed by A. R. Drennan, Auditor in charge of Receiverships)’ 

Cross-examination by Mr. Dines : 

There are twenty-four banks listed in Defendant’s Exhibit C. 
There were approximately 500 operating solvent State banks in thle 
State of Illinois on September 30, 1037. 

Harvery James Keenan, called as a witness on behalf of the de¬ 
fendants, being duly sworn, testified that he is deputy receiver of th]s 
Woodlawn Trust and Savings Bank, and has been such since Jan¬ 
uary, 1934. His duties in that position are the handling of all thfe 
details of the liquidation of the bank for Mr. Albers, the received 
whose functions are more or less supervisory over himj. 

47 The Woodlawn Trust and Savings Bank has paid two divij- 
dends since it went into receivership; one of 15 per cent ih 

March, 1035, and the other of 15 per cent in June, 1937. 

“Mr. Dines. It is understood that the same agreement as to 
objections- 

“Mr. Underwood. Oh, yes. 

“Mr. Dines. Applies to this witness and any other witnesses in th^ 
taking of the depositions? 

“Mr. Underwood. Yes. 
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“Mr. Dines. That we do not have to specifically object in order 
to preserve our objections. 

“Mr. Garnett. Yes, to-all the testimony.” 

Witness identifies certain correspondence shown him as being letters 
emanating from the receiver of the Woodlawn Trust and Savings 
Bank to the director or other officials of the Postal Savings System 
at Washington, or letters received from the director of the Postal 
Savings System addressed to the receiver. Said letters were offered 
in evidence, marked “Defendants’ Exhibits E-l to E-10s,” both inclu¬ 
sive, and are in words and figures as follows: 

Defendants' Exhibit E-l 

“Woodlawn Trust and Savings Bank, 

Chicago , III.. January JO. 10JJ+. 

“W. T. S. Rollins, Director. 

Postal Savings System , Washington. D. C. 

“Dear Sir: At your earliest convenience will you please send us 
a detailed statement showing the balance due the Board of Trustees, 
Postal Savings System from the Woodlawn Trust and Savings Bank, 
as of February 1. 1934, and greatly oblige. 

48 “Yours very truly, 

William L. O'Connell, 

Receiver. 

By (Signed) H. J. Keenan, 

Deputy Receiver 

HJK 

F 

Defendants' Exhibit E-2 

“EMM: EEC 

February 9. 1934. 

“Mr. II. J. Keenan. Deputy Receiver. 

W oodhnrn 'Ernst arid Savings Bank. Chicago. Illinois. 

“My Dear Sir: In compliance with your letter of January 29, I 
give you below a statement showing the amount due the Board of 
Trustees, Postal Savings System, from the closed Woodlawn Trust 


and Savings Bank as of February 1, 1934: 

Principal, date of dosing-.$440, SSO. 05 

Interest. January 1. 1032. to February 1. 1034. incl- 22.993.78 

Insurance charges on unpaid coupons_ .11 

Total____—...$472,883.84 

Interest collections_ 23.9S8. 70 

Balance due-$448. S95. 08 


“The daily increase in interest will be $30.67895. 

“By direction of the Board of Trustees. 

Very truly yours. 

(Signed) W. T. S. Rollins. Director." 
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49 Defendants' 1 Exhibit E-3 

“Woodlawn Trust and Savings Bank, 

Chicago , III., February 15 , 1034. j 

“Board of Trustees, 

Postal Savings System , Treasury Department, 

Washington, D. C. 

“Gentlemen: In connection with an examination of the accounts 
of Mr. H. 0. Vernon, former Receiver for the Woodlawn Trust and 
Savings Bank, Chicago, Illinois, it is respectfully requested that ydu 
furnish our auditors, W. T. Clarke & Co., 10 South La Salle Streejt, 
Chicago, Illinois, with a statement of the balance clue on Postal Sav¬ 
ings Funds on deposit in that bank at October 14. 1933. 

“Please show the balance at the date the bank closed, June 22, 1932, 
and other charges and the amount of the receipts applied derived from 
securities held to secure deposits, for the period from June 22, 1932, 
to October 14, 1933. 

“Kindly forward your reply direct to our auditors at your earliest 
convenience. 

“Yours very truly, 

William L. O‘Connell, 

Receiver, j 

By (Signed) Harvey J. Keenan, 

Deputy Receiver." 1 j 

HJK/F. 

Defendants ’ Exhibit E-4 

50 “Woodlawn Trust and Savings Bank, 

Chicago . III., June 1 , 1034 ■ | 

“Board of Trustees, 

Postal Savings System , Washington. D. C. 

“Gentlemen : In order to reconcile our accounts, please send us 
statement of the amount due the Postal Savings Svstem from th 
bank as of May 31, 1934. 

“Very truly yours, 

William L. O'Connell, 

Receiver, j 

By (Signed) Harvey J. Keenan, 

Deputy Receiver." j 

HJK/C 


Defendants" Exhibit E-5 
“Woodlawn Trust and Savings Bank, 


“Treasury Departm knt. 

Washington. I >. C. 


Chicago. III.. October 4. 1034. 


Attention: CEH*T Re: State of Arkansas Toll Bridge Bonds 

due 11/1 3S. $10,000 

“Gentlemen: We wrote you on September 17 staling that we hall 
the approval of the Auditor of Public Accounts of the State of 
Illinois to deposit the above bonds for exchange under the Refundin 



Plan and asked lor your advice as to what act ion you require to com¬ 
plete the exchange, inasmuch as the bonds are in your possession 
51 having been deposited as security tor postal savings funds by 
this hank prior to its clothing. The Circuit Court of Cook 
Countv has now issued an order approving the exchange. Please let 
us hear from you. 

“Very truly yours. 

William L. O'Coxxfi.l. 

Ilccc/cer. 

By (Signed) IIakvly J. Ivf.kxax. 

Dr got >/ Peed re r. 

HJK/'C 

Defendants' Exhibit K—>> 


"Board of 'I'nrsTF.Ks. 

Postal Sa rings System, 


"Cooke. Si'li.ivax & Kicks. 

310 South Micuigax Avkxl’e. 

Chicago, March Id, JOJo, 

U ashl/igton. It. C. 


Attention—Third Assistant Postmaster General 


‘‘Peak Sirs: We are attorneys for William L. O'Connell. Receiver 
of Woodlawn Trust and Savings Bank of Chicago, Illinois. That 
hank was closed June 22. 1D32. and a receiver was appointed on 
July 1. 1032. 

"While the hank was engaged in business, it received from time to 
time deposits of Postal Savings Funds, and pledged as security there¬ 
for certain bonds. When the receiver was appointed on July 1. 1032, 
the deposit in the Postal Savings account amounted at S-G0.33is.02. 
and. as near as we can ascertain, the Treasurer of the United States. 

being also the Treasurer of the Board of Trustees of the Postal 
52 Savings Svstem. held United States ’Treasure and Territorv of 
Hawaii bonds of the aggregate value of £270.500.00, and State 
and Municipal bonds of a par value of £104.000.00. which had been 
pledged by the Woodlawn Trust and Savings Bank to secure the 
Postal Savings deposit. It is our understanding that since the ap¬ 
pointment of the receiver, that has Teen some slight change in the 
securities held by the United Stales 'Treasurer, by reason of certain 
of the bonds falling due and being presented for payment. 

"You are no doubt aware that there are many decisions of courts 
holding that a state bank cannot, without express authority, pledge 
any part of its assets to secure deposits, and. in particular, that the 
Supreme Court of the United S ales in .Marion vs. Sneeden. 2b 1 U. S. 
202 (decided February 5. 1031) held that banks organized under the 
laws of Illinois do not possess the power to pledge assets to secure 
public deposits. The question therefore arises whether or not Wood- 
lawn Trust and Savings Bank had any authority to pledge assets to 
secure the deposit of the Postal Savings funds. 

"Apparently there have been no negotiations between the receiver 
and the Board of 'Trustees or any action taken by either to dispose of 
the question of what disposition shall be made of the securities. We 
therefore suggest that you lix some time in the very near future when 
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Mr. Dines of our firm can meet in Washington with your proper repj- 
resentative or representatives and attempt to work out some plan for 
the disposition of tin* securities. We will he obliged if you. 
53 will advise us whether this is agreeable to you and, if so, fi.y 
tin* time and place of such meetintr and "five us tlie name oj’ 
names of the person 01 * persons who will represent the Board of 
Trustees at such meeting. 

"Yours verv truly, 

(Signed) (Yoke, Suli.ivax & Kicks." 

HDD:KE 

defendants^ Exhibit E-7 

"REP: KW 
March 23. 1935. 

"Messrs. Cooke. Scli.ivax and Kicks, 

•il<> South Mich it/on .1 ren or, (’h iei/iyo, Illinois. 

"My Dear Sir: Referring to your letter of March 13. there is 
enclosed a copy of my letter of this date to the Receiver of the Wood- 
lawn Trust and Savings Bank pertaining to the inquiries made by 
you. 

"In tin* event the Receiver of the bank complies with the instruc¬ 
tions to (*tl‘ect settlement of the claim of the Board of Trustees. 
Postal Savings System, against the bank, release of the bonds by the 
Treasurer of the United States for the purpose of sale will be ain 
thorized. and there will be no necessity for a representative of your| 
firm to call at this office unless he desires to do so. 

"Verv truly vours. 

- 4 * 

Third Assist not Postmaster General. \ 

Enclosure. 

(Date stamped :) Mar 25 1935.” 

I 

defendants Exhibit Ji S 


REP: KW 

"Marc u 23. 1935. 

54 "Mr. W. E. ( )‘('oXXEI.L. lleeeirer. 

11 oodlairn Trust //ml Sarinf/s llaide. tided 

Street at II oodlatrn Arenac, ( h//•(tf/o. Illinois, 

"My Dear Sir: This office i.- in receipt of a letter from Messrs. 
Cooke. Sullivan, and Kicks. Chicago, relative to the Postal Savings 
account of the insolvent Woodlawn Trust and Savings Bank, par¬ 
ticularly as to disposition to be made of the bonds pledged by the 
bank as Postal Savings eollat<*ra!. 

"!:i t!ii> <•(.lined ion your attention is directed to my letter of De¬ 
cember !. 1 !>34. irivinjj: instructions a< to the settlement of tlu* claim 
of the Board of Trustees. Postal Savings System, auainst the bank, 
and also su*o;csTinej that the* collateral niijfht be sold and the pro¬ 
ceeds used to retire the account. A> you are no doubt aware, a claim 
was tiled with the former Receiver of the bank. Mr. II. (’. Vernon, 
for the indebtedness as of the date of suspension including accrued 
interest. However, no dividend payments have been received on the 
eiaim up to the* present time although the account has been reduced 


air. 01—:;s_ 


I 
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by redemption of various bonds which were union" those held for 
account of the bank as security for Postal Savings. 

**it would be entirely satisfactory to the Hoard of Trustees, Postal 
Savings System, to have the $462,500 bonds sold by the Treasurer of 
the United States providing that the proceeds therefrom were sulli- 
cient to liquidate the Postal Savings account in full. A check would 
be sent to you for any balance remaining due the bank from 
55 the proceeds of the sale. 1 f you desire this action taken, please 
advise, forwarding a certified copy of your appointment as 
Receiver of the bank, together with the receipts issued by the Treas¬ 
urer of the United States for the bonds. 

"There is given below a statement showing the amount remaining 
due the Hoard of Trustees, Postal Savings System, from the bank 
after the redemption of the $2,000 Tuscola Union School District 
rr$2, Douglas County, Illinois, bonds, which were a portion of the 
bank's Postal Savings collateral, as of March 23. 1035:" 
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“Principal. June 22. 1!>32- -$449. S89. !)5 

Interest. January 1. 1932. to March 23. 103.". incl_ 35. ."11. ."4 


Total_$4S5. 4<»1.40 

Board of Trustees* ('heck October 1052_ .11 


$4$5, 401. GO 

Interest collected on bonds_____$4G. 101. 30 

Proceeds from redemptions_ 11.O00.00 


Total 


$57. Ml. 30 57. lot. 30 


Amount due from bank_$42$. 500.30 

"The daily increase in interest will be $20.16$2$. 

"Very truly yours, 

Third Assistant Post master General. 

"P. S. A copy of this letter is being sent to Messrs. Cooke, Sullivan, 
and Ricks.” 


Defe ndants' Exhibit h—0 


“Woodlawn Trust and Savings Bank. 

Chicago. Iff.. September JO. JOdb. 

56 "Board of Trustees 

Postal Sarings System, Washington, D. ('. 

Re: Your letter of September 25. 1035. REP:R\Y 

"Gentlemen : Acknowledgment is made herewith of your letter 
regarding the postal savings funds on deposit at this bank and ac¬ 
crued interest to September 21. 1935. also indicating interest collec¬ 
tions on bonds and redemptions. Regarding the matter of disposing 
of these securities at this time, please be advised that we are acting 
on the advice of our counsel. Messrs. Cooke, Sullivan, and Ricks. 
“Very truly yours. 

William L. O'Coxnei.l. Pin in r. 
Woodlawn Trust & Savings B\nk. 

By (S igned) Harvey *J. Keenan. Dejmtg /!<<■• in , p 


HJK I 
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Defendant'* Exhibit E-JO 

REP: RW 

“September 2.'), 1935. 

“Mr. W. L. O’CoNNi'.LL, Reeeieer , 

11 oodlau'n I'm.sf mid Sarinr/s Bank'. !lord Street at Woodlaicti 
Arenue, (’ hieat/o, Illinois . 

“My I)e.\k Sir: Reference is made to my letter of March 23. rela¬ 
tive to the Postal Savings account of the insolvent Wood lawn Trust 
and Savings Bank. 

“As no further action has been taken toward settlement of 
57 the account, and since no dividend payments have been re¬ 
ceived on the claim submitted by the Board of Trustees. Postil 
Sayings System. September 19. 1952 (amount of claim $454,793.04), 
it is deemed advisable to call to your attention ajjain the fact lin t 
il the $402,500 bonds pledged as Postal Savings collateral were sold, 
the proceeds would probably cover the full indebtedness of the bank 
to the Board of Trustees. Postal Savings System. Various redemp¬ 
tions of a portion of the bank’s Postal Savings collateral, and in¬ 
terest on its collateral have reduced the account to $425,841.99 as (if 
September 21. 1935, as shown by the following statement: 

I’riuciiml. June 22. 1932___ _ _ $449. 889. 93 

Interest, Jan. 1, 1932. t<» Se])t. Hi, 1 935, lucl. _ _ _ 40. s35. 72 

Total- : .. --- -.Sion. 723 . <t 

Hoard of Trustees' eliook__ _ ■] j 


_723. «7 


Less; 

Interest collected on bonds. ___833. SSL 79 

Uedemptions - - - - u.iiiki. 00 


84! k ►. 723. 7S 


801. Ssl. 70 0 4. SSL 79 

Amount due from bank _ _8125, s4] eg 

The daily increase in interest will be $29.00039. 

’A our consideration of the matter, wiih a view to arriving ;it a 
settlement as soon as possible, will be appreciated. 

“Very truly yours. 

1 hied A ssis/mit Post muster (lenend. 
CC: Messrs. Cooke, Sullivan, and Ricks. 310 S. Michimm Awi 
Chicago. Ill.” f 

By stipulation there were introduced in evidence certain 
58 letters marked “Defendants’ Exhibits I>— 1 and I)—2.” Thesj 
are in words and fitfures as follows: 

Defendants h.rhd>it I> l 


“May 15. 1925. 

“Mr. Oscar Xelsox. 

Auditor of Pabtie Aeeoonts. 

' , 

1‘ItUl / <) I[ . Monroe Street, Chieaffo , Illinois, j 

“Mv Dear Sir: In accordance with your request of Mav II, 1 ant 
please* 1 to iulorm you that the records show that tlie Treasurer of tlie 
V nited States held the followin'; described bonds at the close of busih 
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ness. May G, 1925. us security for Postal Savings funds deposited 
with the Woodlawn Trust and Savings Bank, Chicago, Illinois. 


United States 4%Second Liberty Loan Converted bonds_ $7,000 

United States \V\/'r Fourth Liberty Loan bonds___ li. <K)0 

Territory of Hawaii (Public Improvement. Series of 11)12-13 4 r /c bonds. 5.000 
United States 4%% First Liberty Loan Converted houds_ 0, ”>00 


$ 20.000 

“The stamped envelope which accompanied your communication is 
returned herewith. 

“Sincerely yours, 

Director? 

Enclosure. 


DefendantExhibit D-d 
“State of Illinois Auditor of Public Accounts 


59 


Banking Department 


Inquiries made by this department concerning the affairs of State 
Banks have to do with the customary examinations made from time 
to time by the representatives of this Department. 


Chicago. III., May 11. I ft da. 

Dirkctoi: Postal Saw Systkm. 

’Washington. D. 

The Books of the "Woodlawn Tr. & Saw Bank, Chicago, III. at the 
close of business May G. 1925. show that the following items, not yet 
accounted for by you. were forwarded on the dates given. Please 
verify the list given below stating whether Paid. Returned. Entered 
for Collection. Held as Collateral, or in Sale-keeping, and return, 
officially signed by an officer of the bank or member of the linn, in 
the addressed envelope herewith, at your earliest convenience. 
“Respectfully, 

Oscai: Xklsox. 



- 

1 adttitr of Dafj/tr .1 rroanfx. 

! Description 
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; 
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I 


(Signed) _" 

Horace M. Cooling, called as a witness oil behalf ol l he defend¬ 
ants. being duly sworn, testilied that he is employed as a < l«*rk 
GO in the office of Charles II. Albers. Receiver of the Woodlawn 
Trust and Savings Bank, as has been employed as >uch since the 
bank closed. Prior to that time he was employed by said bank from 
1911 to 1932, the date that it closed. 
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"Witness is shown certain correspondence passing between tho 
Receiver of the Wood lawn. Trust and Savings Rank and the director 
or other officials of the Postal Savings System of the United States, 
and identifies the same. These documents, marked “Defendants’ i 
Exhibits Nos. F-l to F-14, inclusive,” were received in evidence and 
are in words and figures as follows: 

Defendants' Exhibit F-l i 

REP: EEC 

“ji LY is. 103*2. 

Mr. II. C. V f.kxon. It ereierr. 

Wooi/lami Trust and Sarings Hank. 1 ISO E. third Street . Chicago , 
Illinois. 

“My Rr.AU Siu: The Banking Department of the State of Illinois 
has informed this office that you have been appointed Receiver for the 
Wood lawn Trust and Savings Bank, Chicago, Illinois. 

“This hank was a qualified depository for Postal Savings funds, 
and there is given below a statement of tin* amount due the Board of 
Trustees, Postal Savings System, from the bank as of July 18. 103*2, 
inclusive: 


Principal _ 

Interest July 1 to IS. 


si.'", <i:;s. so 
4S 


Total ___84.'.". ."OS. 07 I 

“The daily increase in interest will be 831.0810. 

“When the affairs of a hank are to he liquidated, it is usually the! 
practice for the Receiver to pay the amount due the Board of 
01 Trustees. Postal Savings System, and to have the bonds pledged 
ns security for the funds returned to him for such disposition 
as he may regard to he in the interest of the hank's depositors. If you 
desire to take this action, a check made payable to the order of the 
Board of Trustees. Postal Savings System, should he sent to this office. 

“In order that the bonds may he released subsequent to payment of 
the account, it will he necessarv to forward a letter from vou showing 
disposition to he made of the collateral, together with a certified copy 
of your appointment, and the receipts issued by the Treasurer of the! 
United States for the bonds. j 

"It is noted that 84.000 Proviso Township High School District No. 
20. Cook County. Illinois, bonds held for account of the hank as Postal 
Savings collateral, matured July 1. 103*2. As these bonds will no 
longer draw interest, they should he withdrawn promptly for redemp-j 
tion, and in the event the Postal Savings account is not settled at this 
time. ph»ase forward a letter authorizing the release of the matured 
bonds together with a copy of your" 

Page 2 

"appointment and the receipt for the bonds, which is dated August 
2 ‘>. 1031 . 

"By direction of the Board of Trustees. 

"Very truly yours. 

(Signed) W. T. S. Roi.uxs. IHreetor. 
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Defendants Exhibit F-2 

“Woodlawn Trust and Savings Bank. 

C2 Chicago. Illinois. August eighth, 1032. 

‘•Mr. W. T. S. Koli.ins. Director. 

Hoard of Trustees, Dost a! Savings System, 

Washington, D. C. 

‘‘Dear Sir: Referring to your letter of July IS. answer to which 
has been delayed owing to the fact that the affairs of the bank have 
been in an unsettled condition. 

‘*0n considering this matter it appears to me it would be wise if 
you agree, to sell the following described U. S. Government Ixmds— 


Par value 

Issue 

Kate 

1 Maturity 

$9S, .V)0 

r. S. Treasury Hands. . 

3% 

0/I5/5.V51 

ICO. 000 

1'. S. Treasury Bonds... 

:»% 

0/1.1/55-51 

7.000 

1'. S. Treasury Bonds . . ... 

3H', 

C/15/47-43 

5.000 

Territory of Hawaii, Pub!. Irnpr. .. 

•»'« 

0/3/42 


‘"It seems that this is an opportune time to sell these bonds thereby 
netting this bank a small profit. 

“I should prefer that, if it is entirely agreeable to you, to delay 
the sale of the Municipal bonds, inasmuch as it would net an insuffi¬ 
cient amount to pay off your deposit under present market conditions, 
and if sold, would show for me, as Receiver, a very substantial loss. 
Inasmuch as the market is improving, I believe it would be the best 
policy for your Board, as well as, myself, to delay the sale with the 
expectation of getting better prices. 

03 “Referring to the bonds of the Proviso Township, Ill., S/D 
No. 209, Building '// due 7/1/32, I would be pleased if you 
will send them to me for collection, or, through such other avenue as 
you may prefer, the receipt for which is enclosed herewith. 

“I enclose herewith a certified copy of my appointment, as Receiver 
of this bank. 

“Yours very truly, 

(Signed) II. C. Vernon. Receiver 

HCV/F-Encl. 

Defendants' 1 Exhibit F-3 

REP:LEC 

“August 23. 1932. 

Mr. H. C. Vernon. Receiver, 

Woodlaivn- Trust and Savings Rank, Chicago. Illinois. 

“My Dear Sir: The Treasurer of the United States has been au¬ 
thorized to forward for redemption $4,000 Proviso Township, Illi¬ 
nois, bonds due July 1, 1932, held for account of the closed Wood lawn 
Trust and Savings Bank, Chicago, Illinois, as Postal Savings collat¬ 
eral. He has been requested to apply the proceeds from the bonds on 
the amount due the Board of Trustees, Postal Savings System, from 
1 the bank, a statement of which as of this date follows: 


Principal_______$ 4 .">r,, 038.89 

Interest July 1 to August 23, inclusive_ 1.078.42 


Total 


5450, 717. 31 
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‘‘The daily increase in interest will be $31.0816. 

64 “With reference to your request that $279,500 Government 
bonds pledged by the bank as Postal Savings collateral be sold 

and the remaining bonds held until the market on such bonds 
improves, you are advised that if the Government bonds are sold, the 
municipal bonds, when disposed of. may not bring a sufficient amount 
to liquidate the balance due the Board of Trustees, Postal Savings 
System, at that time. 

“As the Auditor of the Public Accounts of the State of Illinois has 
previously informed this office that his Department cannot give 
assurance that a check will be sent in re-imbursement for such amount 
as may be due when all the bonds are disposed of, the sale of the 
Government bonds at this time is impracticable. If. however, you 
desire to have all of the bonds sold which are held as Postal Savings 
collateral for account of the bank, such action will be taken by this 
office upon receipt of proper authority from you. it being understood 
that if the bids for the bonds were not sufficient to liquidate the 
account, the sale would be held in abeyance until such time as settle¬ 
ment could be made. 

“As stated in my letter of July 20, the bonds may be released upon 
full payment of the account if you prefer to settle the account in that 
way. 

‘ : By direction of the Board of Trustees. 

“Very truly yours, 

(Signed) W. T. S. Rollins. Director 
Defendants' Exhibit F-3 

65 “Woodlawn Trust and Savings Bank, 

“ Chicago . ///., August 20, 1932. 

Mr. W. T. A. Rollins, Director , 

Board of Trustees, Postal Savings System , Washington, D. C. 

“My Dear Sir: I acknowledge your kind favor of the 23rd and it 
occurred to me at the time I wrote you that the Government bonds 
were selling at a rather high figure under present conditions and that 
it would be better to sell them, you to appropriate the money and thus 
reduce the balance due you. Of course I realized that the other 
securities would not be sufficient to reimburse you in full although 
they have improved as I intimated that I thought they probably 
would in my former letter. It is entirely agreeable to me to allow 
the matter to stand in its present condition as this seems to be entirely 
agreeable to you. 

“As I understand it, after the bonds are finally disposed of. if there 
is not sufficient amount to reimburse you in full it will then be neces¬ 
sary for you to file a claim against me as receiver for the balance 
due you. 

“Yours very truly, 

(Signed) H. C. Vernon, Receiver 


HCV LVN 
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“September 9, 1932. 

REP: LEC 

66 Mr. H. C. Vernon, Receiver , 

i Woodlawn Trust and Savings Bank , Chicago , Illinois. 

“My Dear Sir : It is noted from your letter of August 26, that you 
desire to have the sale of bonds pledged as Postal Savings collateral 
by the Woodlawn Trust and Savings Bank, held in abeyance for the 
present. 

“This action is agreeable to this office. In the meantime, however, 
it. will be appreciated if you will forward to this office forms to be 
used in filing a claim for the amount due the Board of Irustees, 
Postal Savings System, from the bank, in order that it may partici¬ 
pate in payments of dividends with other creditors of the bank. It 
will not be practicable to file a claim for the balance due the Board 
of Trustees, Postal Savings System, after the bonds are disposed of, if 
their sale is authorized and if the proceeds are not sufficient to liqui¬ 
date the account. 

“It is possible that if the sale of all of the collateral is authorized 
at this time, the funds may be sufficient to cover the amount due the 
Board of Trustees, Postal Savings System. If you desire to take 
this action and will so inform this office, the matter will be handled 
accordingly, instead of filing a claim. 

“By direction of the Board of Trustees. 

“Very truly yours, 

(Signed) W. T. S. Rollins, Director .” 

DejendantS Exhibit F—G 

67 “Woodlawn Trust and Savings Bank, 

1 “ Chicago , III., Sept. 12 , 1032. 

Mr. W. T. Rollins, Director , 

Board of Trustees , Postal Savings System , Washington , D. C. 

“Dear Sir : I acknowledge your kind favor of the 9th, and in com¬ 
pliance with your request I enclose herewith form for filing your 
claim, which I shall be pleased to receive and place on file. 

“I have gone over your collateral today and I find it would be 
about $18,000.00 short of paying your claim in full. I would, there¬ 
fore, suggest that you file the claim and I will hold the matter of 
selling the securities in abeyance in the anticipation that we may 
later on get a better market which will enable your claim to be paid 
in full. 

“Trusting this will be agreeable to you, I remain, 

“Yours very truly, 

(Signed) H. C. Vernon, Receiver .” 

HCV LVN 
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Defendants' Exhibit F-7 

“Woodlawn Trust and Savings Bank, 

“Chicago , III., September 2J+, 1932. 

Mr. W. T. S. Rollins, Director , 

Board of Trustees , Postal Savings System >, 

68 Washington , D. <7. 
“Dear Sir: Referring to our letter of August 8, requesting 

the sale of the following: 

Current niark4t 

$267,500 U. S. Treasury bonds, due 9/15/55-51 _ 97 

5,000 Territory of Hawaii, Public Improvement 4% bonds, due 9/3/42- 95 

“I feel that the price of these bonds is now about the same as ajt 
the time the request was made owing to the fact that we have re¬ 
ceived the benefit of the coupons, and I urgently request that you seM 
all the above bonds and apply toward the reduction of the deposit 
with us and allow the other bonds to remain in the hopes that thp 
price will be sufficient, at a later date, to pay your indebtedness in 
full. 

“I can see no good reason for withholding this sale and wish to 
show that progress has been made in the liquidation of this institutioij. 

“I trust that you will cooperate with me, and if for any reason you 
do not wish to do this, I should appreciate it if you will give me youjr 
reason. 

“Yours very truly, 

(Signed) H. C. Vernon, Receiver ." 

HCV/F 

Defendants' Exhibit F-8 

REP: LE(p 
“September 19, 1932. 

Mr. H. C. Vernon, Receiver , 

Woodlawn Trust and Savings Bank, 

Sixty-third Street at Woodlawn Are., Chicago , Illinois. 

69 “My Dear Sir: The form submitted with your letter of Sep4 
tember 12 covering claim of the Board of Trustees, Posta^ 

Savings System, against the Woodlawn Trust and Savings Bank, 
Chicago, Illinois, has been executed and is returned herewith. 

“As shown in the claim, there is due the Board of Trustees, Postal 
Savings System, as principal, $449,889.95, interest to June 22, 193^, 
the date of suspension, $4,903.09, making a total indebtedness of $454,4 
793.04. The daily increase in interest will be $30.7297. 

“With reference to your separate communication of September 12 
regarding the collection of interest pledged by the bank as Postal 
Savings collateral, you are advised that the interest has been credited 
to the Board of Trustees, Postal Savings System, on the bank’s acj- 
count. Upon settlement of the claim in full, a check for the amounp 
of interest collected will be forwarded by this office. 

“By direction of the Board of Trustees. 

“Very truly yours, 

(Signed) W. T. S. Rollins, Director!' 

Enclosure. 
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Defendants 1 Exhibit F-9 

D GG:LEC 
‘‘September 30, 1932. 

Mr. H. C. Vernon, Receiver , 

Wood I aim Trust and Savings Bank. Chicago. Illinois. 

TO “My Dear Sir: In reply to your letter of September 24, I 
have to advise that the records of this office indicate the Wood- 
lawn Trust and Savings Bank is indebted to the Board of Trustees, 
Postal Savings System, as of this date, to the total amount of $452,- 
190.37, as indicated below: 


Principal__$449. 338. 92 

Interest July 1 to September 30, 1033. incl_ 2.851.45 

Total___$452,190.37 


The daily increase in interest will be $30.G92. 

“The above institution pledged with the Treasurer of the United 
States, Division of Securities, Treasury and Territory of Hawaii 
bonds having a par and security value of $279,500. and State and 
Municipal Bonds having a par value of $194,000 and security value 
of $170,450. From this you will note that the total security value of 
the bonds is $4-19,950. 

“If the $272,500 Treasury and Hawaii bonds were sold as requested, 
there would remain bonds having a security value of only $177,450. 
This latter collateral would consist principally of State and Munici¬ 
pal bonds and the Treasurer of the United States has informed this 
office that if a re-valuation was made of these bonds at this time, it 
would show a depreciation. You will readily observe that if the 
Treasury and Hawaii bonds were sold, and brought as much as 
$272,500 (it is possible they would sell for a price in excess of that 
amount), this would result in an amount still due the Board of 
Trustees, Postal Savings System, from the bank of $179,690.37, 
which would exceed the security value of the remaining bonds. 

“This office would be happy to assist you in your problem 
71 and sell the bonds as requested, but finds it impracticable to do 
so as long as no assurance is forthcoming that a check will be 
forwarded to the Board of Trustees, Postal Savings System, for such 
balance as may be due after all of the bonds are disposed of. 

“By direction of the Board of Trustees. 

“Very truly yours, 

(Signed) W. H. Pearson, Acting." 1 ' 

Defendants’ Exhibit F-10 


“Woodlawn Trust and Savings Bank, 

“ Chicago , Ill.. October 10. 1032. 

Board of Trustees, 

Postal Savings System. Washington. D. C. 

Attention Mr. W. H. Pearson, Acting Director 


Re: Woodlawn Trust & Savings Bank 


“Dear Sir: Your letter of Sept. 30, 1932. addressed to Mr. H. C. 
Vernon, Receiver of the Woodlawn Trust & Savings Bank, has been 
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referred to us by Mr. Vernon. The facts are in substance as follows: 

“The Woodlawn Trust & Savings Bank is indebted to the Boar|d 
of Trustees, Postal Savings System, in the principal sum of $4491- 
338.92, and your claim interest from July 1, 1932. The Board cjf 
Trustees have deposited with them as security for this indebtedness 
bonds of a total par value of $473,500.00, the present market 

72 value of these bonds being less than the par value. The re¬ 
ceiver has asked you to sell these bonds and apply the proceeds 

to the indebtedness of the Woodlawn Trust & Savings Bank but yoiu 
find ‘it impracticable to do so as long as no assurance is forthcominjg 
that a check will be forwarded to the Board of Trustees, Postal 
Savings System, for such balance as may be due after all of tlje 
bonds are disposed of.’ 

“It is our opinion that the claim of the Board of Trustees is n<j)t 
a preferred claim against the assets of the Woodlawn Trust & Savings 
Bank but has the status of a secured claim and under the rules appli¬ 
cable to the liquidation of the estates of insolvent persons in Illinois, 
a secured claimant is required to convert his security into cash br 
have the same appraised and file his claim against the insolvent 
estate for the balance due. In other words, we are of the opinion 
that you have no right to file your claim for the full amount of the 
indebtedness and obtain dividends on the full amount of your claijn 
and at the same time hold the security therefor. 

“We are advising the receiver to refuse to file or accept your claim 
until such time as you have sold the collateral in your hands and 
applied it to the debt, or have had the same appraised, satisfactory 
to the receiver, and file your claim for the balance due. 

“Yours very truly, 

“Glexx, Schwartz, Real & Browxixg, 

13Jf So. LaSalle St., Chicago , III. 

Bv (Signed) J. Rot Browxixg.” 

JRB LVN ! 

Defendants ’ Exhibit F-ll 

73 REPiECjB 

“November 7, 1932. 

Messrs. Glexx, Schwartz. Real & Browxixg, 

13If South LaSalle St.. Chicago. Illinois. 

“Gextlemex: I have your letter of October 19. referring to cor¬ 
respondence with the Receiver of the closed Woodlawn Trust ahd 
Savings Bank. Chicago, Illinois, in connection with his request to 
have a portion of the bonds sold, which are pledged as Postal Savings 
collateral by the bank, the proceeds to be applied on indebtedness pf 
the bank to the Board of Trustees, Postal Savings System. Ybu 
state that it is your opinion that the claim of the Board of Trustees 
is not a preferred claim, but has the status of a secured claim and that 
the bank’s collateral should, therefore, be converted into cash, and| a 
claim filed for the balance due. 

“In this connection, attention is invited to Section 34GG of the Re¬ 
vised Statutes of the United States. Furthermore, in the applica¬ 
tion of the Woodlawn Trust and Savings Bank, to become a deposi¬ 
tory for Postal Savings funds, it agreed to qualify to receive deposits 
of Postal Savings funds under the regulations adopted by the Boajrd 
of Trustees, Postal Savings System, governing the deposit of suL'h 
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funds in banks and to comply with the requirements of said regula¬ 
tions. A copy of an application form and a copy of the Postal Sav¬ 
ings Regulations are enclosed. 

‘‘When a qualified Postal Savings depository bank closes, the Re¬ 
ceiver may dispose of the account in one of two ways: 

74 “(a) He may either pay the full amount due the Board of 
Trustees, Postal Savings System, and have the bonds released, 

or, 

“(b) The bonds may be sold and the proceeds from the sale, if 
sufficient, used to retire the amount due the Board of Trustees, Postal 
Savings System. If the proceeds from the sale of the bonds are in¬ 
sufficient to retire the indebtedness in full, the sale will not be com¬ 
pleted, unless notice in writing is received from the proper officer 
that a check for the resulting difference will be forwarded to the 
Board of Trustees, Postal Savings System. In this connection vour 
attention is invited to Sections 24 and 25 of the enclosed copy of the 
Postal Savings regulations. 

Messrs. G. S. R. and B., Page 2 

“As this office has previously been informed by the Auditor of the 
State of Illinois, that checks will not be forwarded for balances due 
the Board of Trustees. Postal Savings System, from closed banks, if 
the Postal Savings collateral is sold, this office naturally will hold in 
abeyance the sale of the bonds pledged by the Woodlawn Trust and 
Savings Bank, of Chicago, as Postal Savings collateral. 

“It is noted that you are advising the Receiver to refuse to file or 
accept a claim until such time as the collateral has been sold and the 
proceeds therefrom applied on the debt, or until such time as the col¬ 
lateral has been appraised satisfactory to the Receiver and a claim 
filed for the balance due. In this connection, you are advised the 
Receiver has not authorized the sale of all of the bank’s Postal Sav¬ 
ings collateral, but merelv $272,500 Treasure and Hawaii 

75 bonds. As stated in a recent letter to the Receiver, the total 
security value of all of the bonds pledged is $449,950. against 

an indebtedness of $452,190.37 as of September 30,1932 (the daily in¬ 
crease in interest being $30.G92). It is possible that if all of the 
bonds, having a par value of $473,500 were sold, the proceeds would 
be sufficient to liquidate the account. Upon proper authorization 
from the Receiver for the sale, the Treasurer of the United States 
would be authorized by this office to take such action. As quotations 
on bonds fluctuate hourly, it would not l>e practicable to have ap¬ 
praisal made of the amount which might be received from their sale. 
If the proceeds were not sufficient to retire the account, it would 
appear advisable, inasmuch as a check for the balance cannot be for¬ 
warded, for the Board of Trustees, Postal Savings System, to file a 
claim with the bank, in order that it might participate with other 
creditors in receiving dividend payments, until such time as these 
dividends, together with interest collected by the Treasurer of the 
United States, on the bank’s Postal Savings collateral, will reduce 
the balance due sufficiently to enable the sale of the bonds and retire 
the indebtedness in full. 
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“While it is the endeavor of this office to cooperate with banks it 
all times, it is, nevertheless, charged with the duty of seeing that the 
Government’s interests are fully protected. 

“By direction of the Board of Trustees. 

“Very truly yours, 

(Signed) W. H. Pearson, Acting Director 

Enclosures. 


76 


Defendants' Exhibit F-12 


“State of Illinois, Auditor of Public Accounts, 

Banking Department, 33 North La Salle Street, 

Chicago , December 11 , 1933. 

Postal Savings System, 

Washington D. C. 

“Gentlemen : We refer you to your letter of recent date, as follow^: 
“ ‘Mr. H. H. Eelkema, Principal , 

Provisio 7'owns hip High School , Maywood , Illinois. 

‘My Dear Sir: I have your letter of November 10 relative $4,000 
Proviso Township High "School bonds, held as security for Postal 
Savings funds for account of the Woodlawn Trust Savings Bank, Chi¬ 
cago, Illinois. As the bank is now closed and under state supervision, 
it is suggested that you communicate with the Auditor of Public Ac¬ 
counts at Springfield, Illinois, regarding the matter, requesting him 
to communicate with this office if he desires the release of the bonds 
for the purpose of exchange.’ 

“In connection with the above letter, please be advised that ohr 
approval is hereby granted to release these bonds for the purpose 
of exchange. 

77 “We would like to have you advise as to your policy in the 
matter of liquidation of securities pledged in lieu of postkl 
savings. It has come to our attention that you do not permit the partial 
liquidation of these securities but rather insist upon the entire liquida¬ 
tion and payment of the postal savings deposit. It is our opinion that 
there are many occasions when it is advisable to liquidate certain securi¬ 
ties pledged with you because it enables us to take advantage of cep- 
tain market conditions and we feel that this constitutes sound liquida¬ 
tion instead of having to hold up the program until such time as we 
are able to make payment in full for the postal sayings involved in the 
transaction. May we have your advice as to this question? 

“Yours very truly, 

Edward J. Barrett, 
Auditor of Public Accounts. 

Signed bv C. H. Albers. 

TRS: MMS.” 

Defendants’ Exhibit F-13 

“Woodlawn Trust and Savings Bank, 

Chicago , III., February 2, 1933. 

W. T. S. Rollins, Director, 

Board of Trustees, Postal Savings System, Washington, D. C. 

“Dear Sir: I wish to thank you as well as acknowledge receipt of 
your letter dated January 18, giving a detailed statement of tl^e 
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Postal Savings Account of this estate showing the balance of 
78 indebtedness due the Board of Trustees, Postal Savings System, 
as of January 18, 1933, $454,051.11, with the daily increase of 
interest being $31.0000. 

“You hold as security U. S. Treasury bonds of the par value of 
$279,500, I am informed that in final settlement of this matter these 
will be allowed at par, inasmuch as the Postal Savings System is a 
department of the government and I should like to have you advise 
me if this is the case. 

“Of course, I am anxious to show some progress in the matter of the 
reduction of our indebtedness and believe it is an opportune time now 
to have this allowance made, and if this is in accordance with the 
usage of your office, I should like to have you apply the amount of the 
bonds which are lodged with you as security together with market 
prices thereon: 


Par value 

Security 

Approx, 
bid as of 
2/1/33 

Amount 

Total amt. 

$98,500 

U. S. Treas. 3s, 9/15/55-51. 

98*5*2 

$97.268.75 


Accrued int. to 2/1/33.... 

lillC. 33 

$98,385.08 




169,000 

U. S. Treas. 3s. 8/15/55-51. 

98**2 

166.887.50 

1.915.38 


Accrued int. to 2/1/33____ 

168,802.88 




7,000 

U. S. Tres. 3 %% 6/15/47-43. 

102*5*2 

Mirmi 


Accrued int. to 2/1/33_______ 

7,216.1' 




5,000 

Territory of Hawaii, 4s, 9/3/42___ 

985* 

4,925.00 
65.56 


Accrued int. to 2/1/33__ 

4.990.56 




$279,500 

Grand total as of 2/1/33___ 



$279.394.64’2 





Page 2 

“I should especially like to have this allowed on the debt at this 
time as it would reduce very materially the carrying charges and I 
feel that some arrangement may be made by which this could be 
accomplished—in other words, I should like to have this allowed 
as an offset, we owing the government and the government 
79 owing us—one obligation would wash off the other and I should 

like to have you be good enough to advise me if this could be 
accomplished. 

“Appended is the list of the bonds held as security for your perusal 
together with the market value as of February 1, 1933. May I ask 
that, if it is entirely agreeable to you, to delay the sale of the Munici¬ 
pal bonds inasmuch as the market has improved considerably in the 
past few months, I believe they will eventually bring higher prices. 
I have communicated with the Township Treasurer, concerning the 
$4,000 par value. Proviso Township, Illinois, S/D #209, Building os, 
which matured July 1, 1932, and have been informed that funds may 
be available in the near future for the redemption of these bonds, in 
which event your office will be notified. 

“We should be glad to sell from time to time such securities as it 
would seem advantageous to sell if you wish us to. the bonds to be 
delivered by you and the entire amount of the proceeds applied toward 
the reduction of the indebtedness, or, if you prefer to collect the in- 
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come from the securities and hold them toward eventual payment <j>f 
the indebtedness, this would be satisfactory to us. 

“Thanking you in advance for your kina cooperation, I remain, 
“Respectfully, 

' (Signed) H. C. Vernon, 

H. C. Vernon, Receiver.” \ 

HCV/F 

Enel. 

Defendants' Exhibit F-lJf. 

80 REP: LeIc 

“February 27, 1933. [ 

Mr. H. C. Vernon, Receiver , 

Woodlawn Trust and Savings Bank , Sixty-third Street at Wood - 
lawn Avenue , Chicago , Illinois. 

“My Dear Sir: I have your letter of February 2, (received by this 
office February 13) relative to the Postal Savings account of the 
Woodlawn Trust and Savings Bank, Chicago, Illinois. 

“Government bonds pledged as Postal Savings collateral are al¬ 
lowed a security value at par. However, such bonds, if sold, may, 6f 
course, bring a larger amount. You request that the Government 
bonds held for the account of the Woodlawn Trust and Savings Batik 
be given an allowance at par, the amount to be applied on the in¬ 
debtedness of the bank to the Board of Trustees, Postal Savings 
System. I regret to state that this cannot be done. Neither can the 
Treasurer be authorized to sell a portion of the bonds pledged by 
the bank, unless assurance is received from the State Banking de¬ 
partment that a check will be forwarded to the Board of Trustees, 
Postal Savings System, for any balance which may remain due after 
all of the bank's collateral is sold. In this connection, your attention 
is directed to my letter of September 9, 1930, which fully outlines 
the situation with regard to selling only the Government bonds and 
retaining the other bonds pending disposition later. 

“As you have been advised, the total security value of all 

81 of the bonds pledged is $449,950 against an indebtedness jof 
$454,051.11, as of January 18, 1933 (the daily increase in in¬ 
terest being $31.0606). It is possible that if all of the bonds, having 
a par value of $473,500 were sold, the proceeds would be sufficient to 
liquidate the account. Upon proper authorization from you for the 
sale the Treasurer of the United States will be authorized by tljis 
office to take such action. 

“I regret that your request cannot be complied with. 

“By direction of the Board of Trustees. 

“Very truly yours, 

(Signed) W. T. S. Rollins, Director” 

Witness is shown certain printed cards or folders and identifies 
them as copies of statements made by the Woodlawn Trust and Sajv- 
ings bank to the State Auditor, pursuant to the quarterly bank ml, 
showing the bank’s condition. These cards are circulated by mjiil 
in customers’ statements and over the counter. The said cards show 
the bank’s condition as of May 12, 1919; the second December $1, 
1921; the third April 3, 1923;* the fourth September 14. 1923, the 
fifth March 31, 19J4, and the sixth October 10, 1924. Said dodu- 
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ments were offered in evidence and marked “Defendants’ Exhibit 
Nos. G-l to G-6” and are in words and figures as follows: 

88 Cross examination by Mr. Dines: 

At the time the Woodlawn Trust and Savings Bank closed 
June 22, 1932, witness was Assistant Cashier. It closed because the 
directors decided to close it. They decided to close and then called 
the State Auditor to take charge, and he took charge. A receiver 
was appointed 8 or 9 days after the Auditor took charge. The first 
receiver was Harvey C. Vernon who was succeeded by William L. 
O’Connell in January 1934. Mr. O’Connell died in August 193G, and 
Charles H. Albers succeeded him. A receiver is appointed by the 
State Auditor. 

After the foregoing depositions were read, there was then offered 
and received in evidence an extract from a report dated December 6, 
1911, made to the Governor of the State of Illinois by the Auditor 
of Public Accounts. Said extract (two pages—1304 and 305) was 
marked “Defendants’ Exhibit 1” and is in words and figures as 
follows: 

89 Defendants ’ Exhibit No. 1 

RECAPITULATION 

Aggregate Resources and Liabilities of all the State Banks in Illinois , December 6, 
1911. Shoicing Increase or Decrease as Compared with September 2, 1911, the 
date of the last statement issued by this department 

RESOURCES 


Amount 
Sept. 2, 1911— 
554 banks 


Amount 
Dec. 6. 1911— 
5G1 banks 


Increase 


Loans on real estate. 

Loans on collateral security. 

Other loans and discounts-- 

Overdrafts.... 

United States bonds. 

State, county and municipal bonds. 

Public service corporation bonds. 

Other bonds and securities. 

Stocks of corporations. 

Bonds to secure postal deposits. 

Banking house.. 

Real estate other than banking house.... 

Furniture and fixtures... 

Other resources_................ 

Due from banks— 

State. 

National... 

Private and foreign...--- 

Cash on hand— 

Currency...... 

Ooldcoin...... 

Silver coin. 

Minor coin... 

Exchanges for clearing house. 

Checks and other cash items. 

Collections in transit.__ 

Expense. 


$79,302.096.13 
196,571,916.45 
168,708,710.06 
1,243,880.81 
2,440,337.06 
25,925,383.44 
62,316,179.00 
29,926,004.64 
4,259,145.13 


7,391,598.68 
1,132.683.70 
1,322,127.51 
218,192.10 

34,188,584.94 
75,428,530.41 
5.295,869.25 

47,675,372.00 
6,687,853.50 
1,220,158.95 
169,810.56 
14,639,244.71 
2,899,323.66 
4.824,528.30 
17.661.96 


$84,063,090.82 
206,612.089.23 
168,812,766.52 
1,185,496.01 
1,934,475.17 
25,366,755.43 
65.633,138.88 
31.774,653.45 
5.157.903.13 
21.129.50 
7,851,009.38 
880,409.29 
1,385,069.21 
250.312.03 

30.670,942.50 

68,127.378.87 

9,252,807.31 

45,866,716.00 
6,663,965.00 
1, 264.659.15 
181,547.64 
8,178,233.40 
1,396,939.95 
6,181.297.64 
15,417.71 


$773.805,192.95 


$778,731,202.72 


$4,760.994.69 
10,040,172.78 
104,056.46 


3.316,959.88 
1,848,648.81 
898,758.00 
21,129.50 
459,410.70 


62,941.70 

32,119.93 


3,956,938.06 


44,500.20 
11,737.08 


1,359,769.34 


$26,918,137.13 


Decrease 


$58,384.80 
505.861.89 
558,628.01 


252,274.41 


3.517,642.44 
7,301,151.54 


1,808.656.00 
23.8S8.50 


6,461,011.31 
1.502,384.21 


2,244.25 


$21,992,127.36 


Total resources. 
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Defkxdaxts' Exhibit G-l 

V if ■■■ I 


CONDENSED REI’OKT OF THE CONDITION OF THE '-y 

WOODLAW N TRUST and SAVINGS BANK 

AT THE CI.0Se'c5T"’bC^NESS M \"y lath? 1919 , AS SUBMUrTHW'""*"* "■»" 
TO THE AUDITOR OF PUBLIC ACCOUNTS. STATE OF ILLINOIS. 


RESOURCES 

Iuans and Discount* . 2,742,136.32 Capital 

Overdrafts. 315.68 j " Surplus and Undivided 

Stock* and Bond* • - 333.393.73 j Profit. 

Ranking House ... 71,079.37 Reserve. 

Real Estate .... 33.136.03 j Intcr * 


LIABILITIES. 


Cash and Due from 
Hanks - • • ■ 


St 1.439.20 
1.227,800.53 


jl Profits. 

Reserved for Taxes and 

| Interest . 

Dividends Unpaid • • * 
DEPOSITS .... 


250.000.00 

179.036.38 

6,616.12 

7.50 

3,792,090.55 

4.227,800.55 


Incorporated May 1. 1905. 

A COMPARISON 

In 1905: 


THE 

Woodlawn Safety Deposit 

COMPANY 

in addition to its two vaults devoted to 
safety deposit luxes, maintains a 
SEPARATE VAULT 
for the care of 
TRUNKS 

HAND BAGS 
BOXES 

BULKY ARTICLES 
Rates: Fifty cents per month and 
upwards, according to sire and value 
of the package. 


DEPOSITORY FOR 

United Statev Postal Saving! System United State! Liberty Loan Fund 

County of Cook ' City of Chicago 


Capital 

8200.000.00 

Surplus 

10 . 000.00 

Undivided Profits 

• 

Total .... 

8210.000.00 

1 1919: 

Capital 

$250,000.00 

Surplus 

100 . 000.00 

Undivided Profits 

70,000.00 

Total 

$420,000.00 
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Defendants’ Exhibit G-2 
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Defendants’ Exhibit (j—0 
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I 

Aggregate Resources and Liabilities of all the State Banks in Illinois. December 
6. 1911, Showing Increase or Decrease as Compared with September 2, 
the date of the last statement issued by this department —Continued 


LIABILITIES 



Capital stock paid In. 

Surplus fund. 

Undivided profits, net. 

Deposits— 

Time certificates. 

Savings, subject to notice. 

Demand, subject to check. 

Demand certificates. 

Certified checks. 

Cashier’s checks. 

Postal savings funds... 

Due to banks. Including certificates of 
deposit- 

state. 

National.. 

Private and foreign.... 

Dividends unpaid. 

Reserved for taxes and interest. 

Contingent fund.... 

Bills payable. 

Notes and bills rediscounted. 

Other liabilities.... 


Amount 
Sept. 2, 1911— 
554 banks 


$60.938,800.00 
34.143,7C1.89 
13,747,407.18 

64,646,049.30 
247,759,737.09 
254,025,943.25 
10.498,057.79 
2.281,926.53 
4,619.282.58 


37.653,875.61 
9.889.209.68 
5.865,983.09 
24.865. 53 
1,528.658.17 
56,832. S3 
2,462.500.00 
41.070.40 
11,621.232.03 


Amount 
Dec. 6. 1911— 
561 banks 


$07,523.800.00 
34,139,687.85 
15,167.691.39 

68,773.357.54 
256,206.543.01 
248,367,733.45 
16,642.952.75 
1,147,677.10 
4.213,976.31 
7,189.10 


35.002.422. 53 
8,597,298.17 
7,284.594.01 
9,831.78 
2,827,022.88 
87.315.09 
2,874,800.00 
95,050.40 
9,762,259.30 


Increase Decrease 


$585,000.00 



1,298.364.71 
30.482.26 
412,300.00 
53,980.00 


Other liabilities. 11,621.232.03 | 9,762,259.30 . 1,858,972. 

Total liabilities.$773,805.192.95 |$778,731,202.72 $17,945.220.32 $13,019,210. 


Total capital, surplus, contingent fund and undivided profits.$116,918,494.33, increase, $2,031,692.43 

Total deposits (including due to banks). 646.243,744.03, increase, 3,003,679.11 

Total cash and due from banks. 177,787,486.96, decrease, 15,241,789.32 

Percent of reserve to deposits (Including due to banks) 27.51%. 

90 RECAPITULATION 


Aggregate Resources and Liabilities of the State Banks in Chicago, December 6, 
1911, Showing Increase or Decrease as Compared with September 2, 1911, the 
date of the last statenu-nt issued by this department 


ed by this department 
RESOURCES 



Amount Sept. 
2,1911—60 
banks 


Loans on real estate... 

Loans on collateral security. 

Other loans and discounts. 

Overdrafts...._ 

United States bonds. 

State, county and municipal bonds. 

Public service corporation bonds. 

Other bonds and securities. 

Stocks of corporations. 

Banking house... 

Real estate other than banking house.... 

Furniture and fixtures. 

Other resources..... 

Due from banks— 

State. 

National. 

Private and foreign..... 

Cash on hand— 

Currency. 

Oold coin....... 

Silver coin. 

Minor coin... 

Exchanges for clearing house.. 

Checks and other cash items. 

Collections in transit. 

Expense. 


Amount Dec. 
6. 1911—61 
banks 



Increase 


$2,900,107 72 
9,404,820 14 


88,063 
1,732,857 31 
20. 431, 724 48 
59,223.342 60 
24,798,892 41 
4. 559,787 94 
3,824,896 50 
359,068 69 
199,488 50 
149,766 36 

22,334,078 81 
48.740.050 22 
8,963,275 48 

40.882,707 00 
5,232,512 50 
584,520 65 
98,307 61 
7,804,712 33 
822,383 78 
5,810,889 571 
2,290 501 



Decrease 



$2,335,200 1 


464,454 271 
801,055 1« 


3,946,171 88 


15,081 56 


1,309,669 86 
540 13 


163,657 30 

V 

6,659 61 

1,780,581 88 
3,815,049 51 

_ 


2,089,248 00 

52,224 50 


6,416,933 50 j 
1,547,244 03 


Total resources. $573,791,451 13 $578,196,617 11 $23,877,473 S6|$19,472,165 98 


91504—38-4 
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Aggregate Resources and Liabilities of the State Banks in Chieago , December 6, 
1011, Showing Increase or Decrease as Compared with September 2, 1911, 
the date of the last Statement issued bg this department— -Continued. 


LIABILITIES 


1 

Amount Sept. 
2, 1911-60 
banks 

Amount Dec. 
6, 1911—61 
banks 

Increase 

Decrease 

Capital stock paid in..... 

$41,275,000 00 
26.682,500 00 
9,001,350 05 

32,950,281 01 
198, 473.670 64 
190,507,342 36 
4,098.133 14 
2. 189,993 50 
4,418,038 26 

$41,475,000 00 
26. 507, 500 00 
9,700,492 88 

36,621,543 66 

205, 608, 306 90 

187,435,968 63 

4,247.815 49 

1,101,895 53 

4. 005 963 52 

$200,000 00 

___ 


Surplus fund.... 

$175,000 00 

Undivided profits, net_ 


Deposits— ’ 

Time certificates.... 


Savings, subject to notice.. 



Demand, subject to check. 

3,071,373 73 

Demand certificates.. 

149,682 35 

Certified checks. 

1,088,097 97 
412,074 74 

Cashier's checks ... ... 


Postal savings funds.. 

ii 

5,134 00 

Due to banks including certificates of de¬ 
posit— 

State... 


2,149.689 27 
1,301,215 39 

National 

WMVPPPPlVlVM 




520 00 


1,215,763 70 
32,259 87 




115,500 00 

1,000 00 
1,867,903 35 




9.738,718 25 


Total liabilities... 


$573,791,451 13 



$10,182,374 45 



Total capital, surplus, contingent fund and undivided profits.$77,753,890 01, increase, $753,402 70 

Total deposits (including due to banks)..... 480,057,421 70, increase, 4,420,922 93 

Tot:U cash and due from banks..... 141,273,497 95, decrease, 10,380,534 77 

Per cent of reserve to deposits (including duo to banks), 29.06%. 

91 Whereupon, Charles H. Kocher, called as a witness on behalf 
of the defendants, being duly sworn, testified that he is an 
Assistant Superintendent, Division of Postal Savings, Post Office 
Department. His duties as such involve helping to superintend 
assistant superintendents in the conduct and administration of the 
Postal Savings System, the directing of activities so far as personnel 
is concerned, and the specific charge of the banking activities of the 
system. The direct supervision of that work is in the hands of the 
section chief. He has been in the Post Office Department since 
August 1, 1912, and in his present position as Assistant Superintend¬ 
ent about four years. The Postal Savings Service is in the Division 
of Postal Savings, and that is in the Bureau of the Third Assistant 
Postmaster General. That bureau has all the fiscal duties of the 
department, which include the money-order business, stamp sales, 
Postal Savings—anything relating to the postal revenues. The de¬ 
positors in the System purchase denominational certificates. The 
funds taken in by postmasters are given the same protection and 
handling as their money-order or stamp funds, except that in con¬ 
nection with Postal Savings funds the law requires deposit of the 
funds in banks which qualify by depositing collateral with the 
Treasurer of the United States. After having so qualified, the post¬ 
master is instructed to put the surplus Postal Savings receipts in the 
bank to the extent to which it has qualified. If there is no Postal 
Savings deposit bank in the town, the postmaster deposits his funds 
in what is termed a general depository for the Untied States banks 
qualified to accept deposits to the Treasurer’s general account. If 
there is no general depository in the town, the postmaster remits his 
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Postal Savings funds, just as he does the money-order or stamp funds, 
to the central depository post office in the State. There may be one 
or more central depository post offices in each State. The surplus 
funds, meaning the difference between the earnings of funds taken 
in and the interest paid to Postal Savings depositors, are turned 
over to the revenues of the Post Office Department and become 

92 part of the postal revenues, and these postal revenues are used 
to pay the expenses of the Post Office Department, both the 

central office and all field expenses. The appropriation and authority 
for using that is contained in the usual appropriation acts, and so far 
as the revenues of the Department are available they are used. Be¬ 
yond that, there is the general fund of the Treasury Department, in 
the hands of the Treasurer of the United States, that makes up the 
difference. Postal revenues are used so far as available. Beyond 
that, the money comes out of the Treasury Department. In that 
particular, there is no difference between the handling of Postal 
Savings and the money-order funds. The earnings from the money- 
order service likewise constitute a postal revenue, just as earnings from 
the Postal Savings System constitute a postal revenue. Not all the 
post offices designated are postal savings depositories. There are 
about 700 postal savings depositories, and in addition there are about 
800 branch stations of those offices that accept deposits. The post 
offices that are designated as depositories of Postal Savings funds 
are also money-order offices, and sell stamps. The expenses of those 
offices are met from other receipts, whatever is available. Beyond 
that, a check is drawn on the Treasurer of the United States. So far 
as the expenses of the local post office are concerned, the Postal Sav¬ 
ings Savings receipts are not available to meet them. They are 
available after they reach the Treasury Department. The expenses 
of handling the local available funds are paid from the postal 
revenues and not particularly from the Postal Savings funds. 

‘‘The Court. What are they? 

‘‘The Witness. That is the surplus I discussed, the difference be¬ 
tween the earnings of the Postal Savings System and the interest 
we pay the depositors. They become a part of the funds from which 
the expenses of the Department are paid. The difference between the 
earnings of investments of deposits, or interest, and the interest 

93 we pay the depositors constitutes a profit which is, according to 
law, turned over as postal revenues and is available for the 

expenses of the Department. 

‘‘The Court. These savings accounts bear interest ? 

“The Witness. Yes, sir. 

“The Court. Where does the Government get that ? 

“The Witness. The deposits in the bank earn 2y 2 per cent, and we 
pay the depositors 2 per cent. 

“The Court. You get your money, then, out of the interest that 
the banks pay the Post Office Department on the funds which are 
deposited in the Postal Savings System ? 

“The Witness. Yes, sir. There was a time when the banks prac¬ 
tically held all of our funds; that is not true today. A large part of 
our funds is held in Government securities.” 

About 88 or 90 per cent of the funds are invested in Government 
securities which pay better than 2'/> per cent. The appointments of 
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the employees in the Postal Savings System are made by the Post¬ 
master General. There is an appropriation for each bureau. 

“The Court. Well, employees of the Postal Savings System are 
paid out of the appropriations by Congress ? 

“The Witness. Yes, sir; that appropriation gives them authority 
to use the funds so far as they are available but, beyond that, the 
funds come out of the Treasury.” 

The Postal Savings System had specific lump sum appropriations 
in the start, but so far as detailing in a bill specific salaries, his recol¬ 
lection is that superintendents and assistant postmaster generals and 
those officials were specifically designated, and the clerks were lumped 
by groups. The Third Assistant gets a lump sum appropriation for 
all of his activities and not a specific appropriation for the Postal 
Savings Department or any other department. He gets a 
94 lump sum which embraces the Postal Savings System as well 
as any other. The employees of the post offices in the various 
I sections of the United States which are designated as depositories 
for Postal Savings funds are paid out of the general revenues of the 
Post Office Department and they are not paid specially for the work 
done in the Postal Savings System. A clerk may be a Postal Sav¬ 
ings clerk one hour and a post office clerk the next. The Postmaster 
General reports to Congress the activities of the Postal Savings Sys¬ 
tem. He submits two reports, one special report on behalf of the 
trustees, and the other a departmental report. The data for these 
reports is compiled largely in the Bureau of Accounts of the Post 
Office Department, except the part with resjiect to Postal Savings, 
and that specific part is prepared in the Division of Postal Savings, 
and that is combined with the Bureau of Accounts. The bonded 
employees who have the Postal Savings Service work are bonded 
exactly the same, and the same bond covers all their activities, whether 
money-order or stamp funds, and the bonds run to the United States. 
All questions of law with respect to matters relating to the Postal 
Savings System are referred first to the Solicitor of the Post Office 
Department. He also passes on the legal acceptability of securities. 

Cross examination by Mr. Dynes : 


“Q. The only part of these postal savings deposits that ever go into 
the United States Treasury are what we call earnings, being the dif¬ 
ference between the amount of interest that is received from banks or 
from investments in which those funds are invested, and the interest 
which vou pay depositors; is that not right ? 

“A. No; that is not exactly right. The surplus receipts of post 
offices- 


“Q. (Interposing.) No; I am limiting this to postal savings 
deposits. 

95 “A. Yes; I mean the surplus of the Postal savings deposits, 

which may not be deposited in banks because banks have not 
qualified, eventually find their way to the Treasury Department. 

“Q. And the Treasury Department acts merely as a depository for 
those funds? 


“A. Yes. 
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“Q. The only funds that go into general use are these profits, the 
difference between the amount of interest received and tne amount 
of interest paid? 

“A. Yes.” 


REDIRECT EXAMINATION 

The surplus generally goes to the Treasury Department. The 
Third Assistant Postmaster General draws the check from the Postal 
Savings System funds that go to the Treasury Department. Thatj 
check is drawn on the Treasurer of the United States. 

Thereupon, there was offered in evidence the official circular of the 
Treasury Department, dated October 6, 1917, permitting banks and 
trust companies in the States to become United States depositories 
for war loan funds, and a copy of a letter from the Assistant Secre¬ 
tary to the Cashier of the Woodlawn Trust and Savings Bank, dated 
November 6, 1917, designating the Woodlawn Trust and Savings 
Bank as a special depository of public moneys, and so forth. This 
was objected to on the ground of its immateriality. 

‘‘The Court. I think it is admissible. You do claim that you had 
no right under the state laws to receive these loan deposits? 

“Mr. Luce. As I understand it, your Honor, this is the Liberty 
Loan? 

“Mr. Garnett. No; it is the War Loan. 

“Mr. Luce. Our objection here, if your Honor please, is not 
96 as to the competency of this exhibit, but as to its relevancy and 
materiality to this case, because this case involves the Postal 
Savings System but, as I understand it, this (indicating) involves 
Liberty loans of 1917. 

“Mr. Garnett. Yes 

“Mr. Luce. And so, before consenting to this going in, we would 
like to have Mr. Garnett show the materiality of it. 

“The Court. Is that all it relates to? 

“Mr. Garnett. Yes; but as I have shown by this, the Woodlawn 
Trust and Savings Bank was not only a depository of war loan funds, 
but was equally a depository of Postal Savings System funds, and if 
it had authority in one instance, it did in the other, to accept the 
deposits. 

“The Court. It is not a question of accepting deposits. 

“Mr. Garnett. I am prepared to argue that. I nave authorities 
which I think establish the fact that when it became an instrumental¬ 
ity of the Government, it was bound by Federal laws, and I want to 
show that it became an instrumentality of the Government, not only 
in postal savings funds which they deposited, but war loan funds, | 
also. I am going to offer now the application to become a member j 
of the Federal Reserve System, and thus become an instrumentality 
of the Government. I think I have the right to show that, by these 
applications, then, further, that as an instrumentality of the Govern¬ 
ment it was bound by the laws which required deposits of Govern¬ 
ment securities. 

“The Court. I will receive it, and pass on it later.” 
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Whereupon, the exhibit referred to was marked for identification, 
“Defendants’ Exhibt No. 2” and is in words and figures as 
follows: 

97 Defendants Exhibit No. 2 

“November 6 , 1917. 

“Cashier, 

W oodlaicn Trust <£• Savings Bank , Chicago , III. 

“Sir: By authority conferred upon the Secretary of the Treasury 
by the act of September 24, 1917, the Woodlawn Trust & Savings 
Bank, Chicago, Ill., is hereby designated as a special depositary of 
public moneys, and under this designation is authorized to receive 
only deposits on account of its purchase of Treasury certificates of 
indebtedness and subscription payments for Liberty Loan bonds. 
Such deposits as may be made with your bank from time to time 
shall not exceed in the aggregate at any one time $200,000. 

“A ‘War Loan Deposit Account’ should be opened on the books of 
your bank and all moneys deposited thereunder should be credited 
to ‘The Federal Reserve Bank of Chicago, Fiscal Agent of the United 
States.’ 

“Details as to the method of handling this account will be made 
known to you by the Federal Reserve Bank of your district. 

“By direction of the Secretary: 

“Respectfully, 

“(Signed) R. C. Leffingwell, 

“Assistant Secretary .” 

98 Special deposits of Government funds in connection with sub¬ 

scriptions for bonds and certificates of the United States 
issued under the act of Congress approved September 2 4, 1.917. 

1917. Department Circular No. 92. (Liberty Loan Circular No. 
7.) Division of Public Moneys. 

Treasury Department, 

Office of the Secretary, 
Washington i, October 6,1917. 

To Federal Reserve Banks and other banks and trust companies in¬ 
corporated under the laws of the United States or of any State. 
Any incorporated bank or trust company in the United States de¬ 
siring to participate in deposits of the proceeds of bonds of the 
Second Liberty Loan and of certificates of indebtedness of the United 
States issued under the act of Congress approved September 24. 1917, 
should make application to the Federal Reserve Bank of its district, 
on Form H hereto attached, and accompany such application by a 
certified copy of resolutions duly adopted by its board of directors, in 
Form J hereto attached. In fixing the maximum amount of deposits 
for which it will apply, the applicant bank or trust company should 
be guided by the amount of the payments which it expects to have to 
make, for itself and its customers, on account of allotments of such 
bonds and certificates, an5, as well, by any statutory limitations upon 
the amount of deposits which the applicant bank or trust company 
may receive from any one depositor. Any application may be re¬ 
jected or the applicant may be designated for a smaller maximum 
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amount than that applied for. After receiving the recommendation 
of the Federal Reserve Bank, the Secretary of the Treasury will 
designate approved depositaries. 

COLLATERAL SECURITY 

Designated depositaries will be required, before receiving deposits, 
to qualify by pledging, as collateral security for such deposits, securi 
ties of the following classes, to an amount, taken at the rates below 
provided, at least equal to such deposits: 

(a) Bonds and certificates of indebtedness of the United States 
Government, of any issue, including bonds of the Liberty Loans anc 
interim certificates or receipts for payments therefor; all at par. 

(£>) Bonds issued under the United States farm loan act and bonds 
of the Philippine Islands, Porto Rico, and the District of Columbia: 
all at par. 

(c) The 3V 2 per cent bonds of the Territory of Hawaii at 90 peif 
cent of market value; and other bonds of said Territory at market! 
value. 

( d) Bonds of any State of the United States, at market value; and 
approved notes, certificates of indebtedness and warrants issued by 
any State of the United States, at 90 per cent of market value. 

(e) Approved bonds of any county, city, or political subdivision in| 
the United States; and approved notes, certificates of indebtedness 
and warrants issued by any county or city in the United States which! 
are direct obligations of the county or city as a whole; all at 90 per| 

cent of market value; but not including any such bonds which! 
99 at the date of this circular, are at a market price to yield more 
than 514 per cent per annum, nor any such other obligation^ 
which at the date of this circular are at a market price to yield more 
than 6 per cent per annum, if held to maturity, according to standard 
tables of bond values. 

(/) Approved dollar bonds and obligations of foreign Govern¬ 
ments (and of the dependencies thereof) engaged in war against 
Germany, issued since July 30, 1914, at 90 per cent of the market 
value thereof in the United States, and approved dollar bonds and 
obligations of any province or city within the territory of any such 
foreign Government or dependency, issued since July 30, 1914, at 75 
per cent of the market value thereof in the United States. 

( 9) Approved bonds, listed on some recognized stock exchange andj 
notes, of domestic railroad companies within the United States; ap-j 
proved equipment trust obligations of such domestic railroad com-j 
panies; and approved bonds and notes of domestic electric railway 
and traction companies, telephone and telegraph companies, electric 
light, power, and gas companies, and industrial companies, secured 
(directly or by the pledge of mortgage bonds) by mortgage uponj 
physical properties in the United States and listed on some recog¬ 
nized stock exchange: all at 75 per cent of market value; but not 
including any such bonds or obligations which, at the date of this 
circular, are at a market price to yield more than 6i/> per cent per 
annum, nor .any such notes which at the date of this circular are at 
a market price to yield more than 7*4 per cent per annum, if held! 
to maturity, according to standard tables of bond values. 
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(k) Commercial paper and bankers’ acceptances, having maturity 
at the time of pledge of not to exceed six months, exclusive of days 
of "race, and which are otherwise eligible for rediscount or purchase 
by Federal Reserve Banks; and which have been approved by the 
Federal Reserve Bank of the district in which the depositary is 
located; at 90 per cent of face value. All such commercial paper and 
acceptances must bear the indorsement of the depositary bank or 
trust company. 

No security shall be valued at more than par. No State or munici¬ 
pal bond, obligation ? or evidence of indebtedness shall be accepted 
if the State or municipality has made default in payment of principal 
or interest during the past 10 years. 

The right is reserved to call for additional collateral security at 
any time. 

The approval and valuation of securities is committed to the several 
Federal Reserve Banks, acting under the direction of the Secretary 
of the Treasury. The withdrawal of securities, the pledge of addi¬ 
tional securities, and the substitution of securities shall be made from 
time to time as required or permitted by the Federal Reserve Banks 
acting under like direction. 


SECURITIES COMMITTEES 

Each Federal Reserve Bank is authorized to designate a committee, 
or committees, to be composed of experienced bankers, in such city 
or cities in its district as may be deemed necessary, to be known as the 
securities committee. Each securities committee shall consist of not 
more than three nor less than two members, who shall serve without 
compensation. It shall be the duty of such securities committee to 
examine the lists of securities tendered as collateral security for 
deposits and to transmit them promptly to the Federal Reserve Bank 
of the district with the committee’s recommendation. 

CUSTODY OF SECURITIES 

All securities accepted as collateral security for deposits hereunder 
must be deposited with the Federal Reserve Bank of the district 
in which the depositary is located or. by the direction and subject to 
the order of such Federal Reserve Bank, with a custodian or cus¬ 
todians designated by it, and under rules and regulations prescribed 
by it. 

100 HOW DEPOSITS ARE TO BE MADE 

Each qualified depositary will be required to open and maintain for 
the account of the Federal Reserve Bank of its district, as fiscal agent 
of the United States, a separate account for deposits to be made here¬ 
under, to be known as the “War Loan Deposit Account.” 

Qualified depositaries will be permittea to make payment by credit 
iwhen due of amounts payable on subscriptions made by or through 
them for Treasury certificates of indebtedness and for Liberty Bonds. 
In order to make payment by credit the depositary must notify the 
Federal Reserve Bank of the district by letter or telegram to reach 
it on or before the date when such payment is due, and must on said 
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date issue a certificate of advice to sucli Federal Reserve Bank stat¬ 
ing, that a sum specified (in addition to all other amounts standing 
to the credit of said fiscal agent with such depositary) has been de¬ 
posited with such depositary for the account of such Federal Reserve 
Bank, as fiscal agent of the United States, in the War Loan Deposit 
Account. 

The unexpended cash proceeds, if any, of the sale of any issue of 
certificates or bonds will be deposited among the qualified deposi¬ 
taries as nearly as may be in proportion to the subscriptions made by 
and through them for such issue. 

All deposits and withdrawals will be made by the Federal Reserve 
Banks by direction of the Secretary of the Treasury. 

The amount deposited with any depositary shall not in the aggre¬ 
gate exceed at any one time (a) the maximum amount for which it 
shall have been designated as a depositary, nor ( 6 ) the aggregate 
amount of the collateral security pledged by it taken at the rates 
hereinbefore provided. 

WITHDRAW'AL OF DEPOSITS 

All deposits will be payable on demand without previous notice. 

INTEREST ON DEPOSITS 

Each depositary will be required to pay interest at the rate of 2 per 
cent per annum on the average daily balance maintained during the 
period of the deposit. Interest payments must be made wdien deposits 
are finally withdrawn, but not less frequently than quarterly. 

W. G. McAdoo, 
Secretary of the Treasury. 

101 Form H—Liberty Loan. 

APPLICATION FOR DEPOSITS 

Act of September 24, 1917 


To the Federal Reserve Bank of_, fiscal agent 

of the United States: 

The undersigned bank or trust company, in accordance with the 
provisions of Treasury Department Circular No. 92, dated October 
6 , 1917, and pursuant to due action of its board of directors, hereby 
makes application for the deposit with it of proceeds of the bonds 
and certificates of indebtedness issued and to be issued from time to 
time under the act of Congress approved September 24, 1917, the 
aggregate amount of such deposits not to exceed at any one time 

$--; and assigns and agrees to pledge, from time to time, 

to and with the Federal Reserve Bank of_, as fiscal agent 

of the United States, as collateral security for such deposits as may 
be made from time to time pursuant to this application, securities of 
the character and amount required by said circular. 


r - 7 -7- ■> 

President (Vice-President). 
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Form J—Liberty Loan. 

RESOLUTIONS AUTHORIZING APPLICATION FOR DEPOSITS 

Act of September 24, 1917 

I hereby certify that the following resolutions were duly adopted 
at a meeting of the board of directors of the below-named bank (or 
trust company), which meeting was duly called, and duly held on 

the_day of_, a quorum being present, and that 

the said resolutions were spread upon the minutes of said meeting: 

Resolved, That in accordance with the provisions of Treasury 
Department Circular No. 92, dated October 6, 1917, this bank (trust 
company) make application for the deposit with it of proceeds of 
the bonds and certificates of indebtedness issued and to be issued from 
time to time under the act of Congress approved September 24, 1917, 
the aggregate amount of such deposits not to exceed at any one time 

$_; and assign and agree to pledge from time to time to and 

with the Federal Reserve Bank of__ as fiscal agent 

of the United States, as collateral security for such deposits as may 
be made from time to time pursuant to this application, securities of 
the character and amount required by said circular; and 

Resolved, That the president, or any vice president, or cashier, or 
secretary of the undersigned bank (or trust company) is hereby 
authorized to make application, assignment, and agreement as afore¬ 
said and from time to time to deliver to and pledge with said Federal 
Reserve Bank, or any custodian or custodians appointed by it, securi¬ 
ties of the undersigned bank (or trust company) of a character and 
amount at least sufficient to secure such deposits according to the 
terms of said Treasury Department circular, and from time to time 
to withdraw securities and to substitute other securities and to pledge 
and deposit additional securities. 

In witness whereof I have hereunto signed my name and affixed 
the seal of the-of- 


Cashier ( Secretary ). 

102 Thereupon, there was offered as Defendants’ Exhibit No. 3 
i the application of the Woodlawn Trust and Savings Bank for 
membership in the Federal Reserve System, together with a letter 
from the Secretary of the Federal Reserve System, dated December 
17, 1919, setting forth the conditions of the membership, 
i “The Court. I will make the same ruling there. 

“Mr. Dynes. We merely object to the relevancy. 

“The Court. I will make the same ruling, and reserve decision 
until later. 
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“(Whereupon, the exhibit referred to was marked for identification, 
‘Defendants’ Exhibit No. 3.’)” and is in words and figures as follows: 

Defendants' Exhibit No. 3 

“December IT, 1019. 

“Subject: Conditions of Membership. 

Woodlawn Trust and Savings Bank, 

Chicago , III. 

Dear Sirs: This is to advise you that the Federal Reserve Board 
has had under consideration your application for 210 shares of the 
capital stock of the Federal Reserve Bank of Chicago, and is ready 
to approve the same upon the following conditions: 

1. That you shall reduce to the limit prescribed by the laws of 
Illinois, within a reasonable time, any loan which may be in excess 
of that limit, and agree that hereafter you will conform with such 
laws. 

2. That although you may accept drafts and bills of any character 
permitted by the laws of Illinois, you shall agree that the aggregate 
amount of all acceptances outstanding at any one time shall not ex¬ 
ceed the limitations imposed by Section 13 of the Federal Reserve 
Board, that is, fifty per cent of your capital and surplus for accept¬ 
ances drawn for the purpose of furnishing dollar exchange in coun¬ 
tries specified by the Federal Reserve Board and fifty per cent of such 
capital and surplus for all acceptances whether domestic or foreign, j 
except that the Federal Reserve Board may increase this limit from 
fifty per cent to one hundred per cent upon your application, pro¬ 
vided, however, that in no event shall the aggregate amount of 

domestic acceptances outstanding at any one time exceed 
103 fifty per cent of your capital and surplus. 

3. That except with the approval of the Federal Reserve 
Board there shall be no change in the general character of your assets 
or broadening in the functions now exercised by you, such as will 
tend to affect materially the standard now maintained and required 
as a condition of membership. 


Page 2 

“Upon receipt of notice of acceptance by you of the conditions 
specified in this letter the Federal Reserve Board will give the neces¬ 
sary directions for the issue of stock and the transfer of the required 
reserve. 

“Very truly yours, 

“(Signed) W. T. Chapman, 

Secretary 


64 J. A. FARLEY ET AL. VS. CHARLES H. ALBERS, RECRS., ETC. 


104 F. R. B.—Form 83a. 

This application must be sent to the Federal Reserve Agent of your 

district 

District No. 7 No. of Shares 210 

Application for stock 

In the Federal Reserve Bank of Chicago 

(Tor use by State Banks and Trust Companies.) 

At a meeting of the Board of Directors of the Woodlawn Trust and 

(Name of bank or trust company.) 

Savings Bank of Chicago, duly called and held on the 26th day of 

(City or town, and State.) 

this corporation amounts to $21,000.00; 

September, 1919, the following resolution was offered, seconded, and 
adopted: 

‘‘Whereas, it is the sense of this meeting that application should be 
made on behalf of this corporation for stock in the Federal Reserve 
Bank of Chicago, in accordance with the provisions of the Federal 
Reserve Act and the regulations of the Federal Reserve Board made 
in pursuance thereof; 

“And whereas, six per cent of the paid-up capital and surplus of 
this corporation amounts to $21,000.00; 

“Now, therefore, be it resolved, That the president or vice presi¬ 
dent and the cashier or secretary of this corporation be and they are 
hereby authorized, empowered, and directed to make application for 
and to subscribe to 210 shares, of a par value of $100 each, of the 
capital stock of the Federal Reserve Bank of Chicago, to pay for 
such stock in accordance with the provisions of the Federal Reserve 
Act, and to agree for and in behalf of this corporation to comply, 
upon receipt of the approval of this application by the Federal 
Reserve Board and its acceptance by this corporation, with all the 
requirements of the Federal Reserve Act and the regulations of the 
Federal Reserve Board made in pursuance thereof which are appli¬ 
cable to State banks and trust companies which become members of a 
Federal Reserve Bank.” 

I hereby certify that the foregoing is a true and correct copy of a 
resolution passed by the Board of Directors of this corporation on the 
date specified. 

J. W. Watson, 

Secretary or Cashier. 

Woodlawn Trust & Savings Bk. of Chicago. 

(Name of bank or trust company) (City or town) 

Pusuant to the foregoing resolution the Woodlawn Trust and Sav- 

(Name of bank or trust company.) 

ings Bank of Chicago, hereby makes application for 210 shares of the 

(City, or town, and State.) 

capital stock of the Federal Reserve Bank of Chicago of a par value 
of $100 each, amounting to $21,000.00, and agrees to pay for same in 
accordance with the provisions of the Federal Reserve Act, and, upon 
receipt of the approval of this application by the Federal Reserve 
Board and its acceptance by this corporation, to comply with all the 
requirements of the Federal Reserve Act and the regulations of the 
Federal Reserve Board made in pursuance thereof which are appli- 
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cable to State banks and trust compannies which become members of a! 
Federal Reserve Bank. 

The following exhibits are attached to and made a part of this j 
application: 

Exhibit I.—A statement of the condition of this corporation as of | 
the 29th day of September 1919, duly certified. (See pages 2 and 3 of! 
this application.) 

Exhibit II.—A copy of the charter or articles of incorporation of j 
this corporation, with amendments. 

Exhibit III.—A statement containing the information requested in! 
the supplement to this application (supplement to F. R. B. Form! 
83a). 

Woodlawx Trust & Savings Bk. of Chicago, 
[seal] By Chas. M. Poague, President. 

Attest: 

J. W. Watson, Secretary or Cashier. 

To the Federal Reserve Board, Washington, I). C. 

Note.—If 6 per cent of the capital and surplus amounts to a sum not! 
divisible by 100, any excess or fractional part of $109 will entitle the 
applying bank to one additional share of stock. The sum represent¬ 
ing G per cent of the capital and surplus should be divided by 100 
in order to obtain the number of shares to be applied for, and if an 
excess of less than $100 remains, one additional share should be added 
to the application and included in the subscription of stock to be paid 
for at par in accordance with the provisions of the Federal Reserve 
Act. 

105 Exhibit No. 1—State Bank Report 

Report of the condition of Woodlawn Trust <fe Savings Bank of 
Chicago, in the State of Illinois, at the Close of Business Sep¬ 
tember 29th, 1919 

ASSETS 

1. Loans and discounts: 

Without collateral, time...SI, 639. 0S1. 07 

Without collateral, demand... 91, 935. 04 

Loans secured by agricultural products and 

live stock...... 

T.oans secured by merchandise.. 

Loans secured by other collateral (except 

real estate loans) . 826, 793. 41 

Rea! estate loans (including mortgages) 
secured by— 

(1) First mortgages, improved farm lands.. 

(2) First mortgages, unimproved farm 

lands.... 

(3) First mortgages, other properties, 

improved .. 894,967.44 

(4) First mortgages, other properties, 

unimproved.... 

(5) Second mortgages, properties of any 

sort . .... 

(6) Deeds to real estate properties.. 

(7) Stocks and bonds issued by real estate 

corporations or based upon real 

estate securities___ 

...$3. 452, 776. 96 


Total 
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Report of the condition of Woodlnim Trust <£• Swings Hunk of Chieat/o. in the 
Stute of Illinois, at the Close of Business September 2!>tli, JUJU —Continued 

assets— continued 

2. Overdrafts. ..—... $115.49 

3. Investments: 

(a) United States securities... — $3S3, 664. 30 

(b) State, county, and municipal securities. 169, 062. 85 

(c) Railroad bonds. ----- 

(d) Other public service bonds.... 

(c) Bonds or debenture notes issued by real 

estate holding corporations.... 

(f) Other bonds, debentures and warrants.. 13,612.50 

(g) Stocks of real estate corporations. 

(h) Bank stocks...... 

(i) Other stock investments. ... 6, 000. 00 


Toted.... . 572,339.65 

4. Banking house. . 75, 000. 00 

5. Furniture and fixtures. .... 

6. Other real estate owned..... 32. 613. 72 

7. Due from reserve depositories----- S07, 153. 53 

8. Due from other banks.---- 24, 711. 67 

9. Checks and other cash items.... 13, 907. 97 

10. Cash on hand.... . -- 133,119.22 

11. Other resources: 

Accrued interest, etc., not entered upon books.—... 


Total resources 


5, 111, 738. 21 


106 

1 . 

2 . 

3. 

4. 

5. 

6 . 


i. 
8 . 

9 . 


LIABILITIES 


Capital stock paid in .... 

Surplus . .. - 

Undivided profits (including accrued interest and any other 
amounts set aside for special purposes, less current-expense, 
interest, and taxes paid). 

Due to banks.—-- - 

Dividends unpaid. - - - - 

Deposits: 

(a) Government deposits (including Postal 

Savings Funds)...... 64. 213. 38 

(b) State, county, and other municipal 

deposits_ 35, 000. 00 

(c) Individual deposits, subject to check 

without notice_ 2.933.325. 12 

(d) Certificates of deposit payable on de¬ 

mand. ... ... . 1,760.78 

(c) Certified checks .. ... 9.516. 19 

(f) Cashier’s checks outstanding_ 20, 60S. 42 

3. 070, 483. 89 

(g) Savings deposits or deposits in nterest 

of savings department, time. 1. 424, 831. 06 

(h) Certificates of deposit, time (due on or 

after 30 days)_ 30.765.33 


250. 000. 00 
100, 000. 00 


108, 474. 70 
8, 683. 73 


Total . 4.526,080.28 

Notes and bills rediscounted . . 

Bills payable, including certificates of deposit representing 

money borrowed.. . . - — - - 

Mortgages: 

On banking house_ ... .. -- -- 

On other real estate owned.- .... — . 


Total 
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Report of the condition of Woodlawn Trust & Savings Bank of Chicago, in the 
State of Illinois, at the Close of Business September 2Hth, Wll) —Continued 

liabilities— continued 

10. Other liabilities: 

Accrued interest, taxes, and expenses not entered upon 


books... 

Estimated unearned discount........ 

Payments on Victory Liberty Loan Bond subscription- 1 IS, 499. 50 


Total liabilities....5, 111, 73S. 21 


107 CERTIFICATE OF DIRECTORS AND CASHIER 

(Should be signed by at least three directors and the cashier or 

assistant cashier) 

We. the undersigned directors and officers of the Woodlawn Trust 
and Savings Bk. of Chicago, certify that the foregoing is a true and 
correct statement of the condition of this association on the date 
specified: that it includes all of the assets and liabilities of the insti¬ 
tution; that in our opinion the assets are worth the amount at which 
they are carried on the books of the association; that the capital 
stock is unimpaired: that the surplus stated represents actual exist¬ 
ing value, and that the supplemental information contained in Exhibit 
III is true to the best of our knowledge and belief. 

Ciiar. M. Poaoue. 

Arthur W. Tobias. 

Fred C. Bell. 

Director*. 

J. W. Watson. 

('(/.shier. 

Dated Oct. g. 1919. 


location of applying rank 

City or town. Chicago. Ig04 E. 03rd St. 

County, Cook. 

State. Illinois. 

Xante of bank. Woodlawn Trust and Savings Bank. 

certificate of counsel for the federal reserve RANK 

I. Chas. h. Powell, counsel for the Federal Reserve Bank of Chi¬ 
cago. do hereby certify that, in my opinion, the Woodlawn Trust and 
Savings Bank of Chicago. is legally qualified, under its charter and 
the laws of the State of Illinois, wherein it was incorporated, to 
purchase and hold stock in the Federal Reserve Bank of Chicago and 
to comply with the requirements of the Federal Reserve Act and 
the regulations of the Federal Reserve Board made in pursuance 
thereof. 

('llAS. L. PoWEI.L. Conner/. 

Oct. g!S. 1919. 
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CERT I KICATE OF AITRCVAL 


The forenoin*; application has been approved l»y the Federal Re¬ 
serve Board and the applying Bank has been allotted_shares of 

stock in the Federal Reserve Bank of_ 

•V <•/'< till'll. I't llcivl Ii< N< /Tt lion 1‘tl. 


10S Thereupon, there was offered on hehalf <d' the defendants a 
specimen of the certificate issued by the Postal Savings Sys¬ 
tem for deposits. The same wa> received in evidence marked "De¬ 
fendants’ Exhibit No. 4" and is in words and figures as follows: 

The Defendant then rested. 

Thereupon, tlie argument was made to the Court on behalf of 
plaintiff and defendants. 

Whereupon, the following occurred: 

“Mr. Dynes. Now. so far as the argument is concerned that the 
United States Government has guaranteed the repayment of these, 
that is a pretty irood indication that it is not the United States Gov¬ 
ernment. itself, that is running these- 

“The Coi'RT. (Interposing.) I don’t think it is necessary to ar^ue 
about that. Oi course, morally tlu* faith of the United States is 
pledged to see that these postal savings deposits are paid. There 
is not any doubt about that. Of course, the only point here is 
whether the United States is i necessary party and whether suit 
should be brought against the United States. We have a practical 
case here and it seems to me that, under the laws that wo 
Id'.) have now. so far as be inn amenable to suit is concerned, these 
so-called trustees may be sued without the United States. The 
United States is not a necessary part of it. I do not think there is 
any doubt about it. 

“Of course I say that with due deference. Of course. I make mis¬ 
takes: wi* ail do: but 1 think the suit is properly brought. 

“Of course, it seems somewhat strange that this situation went on, 
year after year, but I have seen that a nood many times: a situation 
that is not lawful would *u> on until something happened. Take the 


act as a 


case o 

f a bank. 

until the 

ba 

iik fai 

Is: 

1 hell. 

* re* 

ei Ve 

r is a p; 

Ids duties are t 

o collect 

tin 

a s- et 

■; * 

f the i 

•a nk 

an* 

1 tin* f: 

trustet 

•s of tie. 

bank h 

a v* 

don*. 

— 

onset hint; 

hey 

shoid* 

done * 

loes not 

relieve h 

im 

from 

hi 

- liabi 

lit v 

;t n*l 

does n 

bar to 

his riu'ht 

to recov 

•r— 

-1 me; 

m. 

ii’ener 

1 1 fv 

pea 

<inn. 

"loll ta ke :t 

case wiser* 

tie* ! 

ra 

nsact ion is: 

IS 1 It 

■*n ciui 

course 

thsit rai 

ms a htt 

ie 

1: ll efe 

lit 

point. 

."i 

ppo 

m** they 

t hese 

deposits 

and irivi 

n 

lecurit 

y. 

ami 1 

sen 

had 

paid ; 

back 

md trot 

back t!i< 

ir 

seettri 

y. 

and 

•omt 

dele 

1 the t 

there 

would not in* anv 

eh: 

i mo* fi 

*r 

audio* 

1 v 

•t tin 

sued. 

"But that is 

not what 

u 

* have 

not here 

.’ W 

*■ have* u<'t 

wliere 

there is 

todav. 

in 

till* pos's 

esston 

of 

lies* 

truste 


amount of securities which hav*» been deposited wiih them bv an 
Illinois bank which, in my opinion, accordion to the tremendous vol¬ 
ume of evidence, they had not any riidit to—there is not anv question 
about that. I nder tin* statute of Illinois, tliev had no riidit to it. 
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l-' 1 " receiver of (Ik* bunk bus imposed upon him (he dutv, and 
should recover (hat if he can. lawfully. We cannot overlook 
the lad (hat Ik* is also a trustee in the position of a trustee, 
that is. he is a man whose duty it is to look out for the inter¬ 
est.- oi creditors and depositors and stockholders. lit* is a trustee in 
a vetw I sense ol the W(»rd and there is not anythin” - to show. here, 
that !e as :: party to anv ol l hesc transact ions. 

"S i. vc have on one side the controversy a trustee who, it seem.*; 
io me. ha- the law on his side; and on the other side of tin* eontro- 
'•'*:>;. some other trustees who, without meanin” - to imply that the\ 
have personally done anythin” - vv roll” - , nevertheless the situation is 
one that they are charged with bavin” - accepted and demanded 1 1 1 is. 
.-ecurity without lawful ri”ht to it. or perhaps 1 should say the\ 
h:id a law In! riidit to demand it but they had no lawful i - i”ht i<, 
receive it. 

"It is a i: interest in” - ease, but I think that is tin* way I will have t< 
bold. ! think I vvill have to award judgment in favor of the plaint ill' 
"Ihat is my judgment. 1 think that plaintiff had no ri”ht to 
pledge these assets witli the l'cderal Authorities, and 1 don't think 
the 1 :«<•: that it was yoiii” - on for many years has anvthiii”; to do 
"tth it. Lots of t h!ii” - s ”fo on for years until son let bin*; happens, an 
explosion, and then every bod v is in trouble.*’ 

".Mr. Dynes. Now, we will prepare and submit to the Court findiii” - s 
o| laci and conclusions of law ? 

" 1 lie < ’iu irr. Vi*s. and submit i hem to t lie ot her side. 

".Mr. Dynks. Yes. 

"1 lie ( ofirr. 1 he findin”s ou”ht to be* very simple. If an appeal 
is taken, t lie case will ”<> up to the A ppel late ( Ourt with evervt bill” 

! think I will admit all these exhibits that have been offered.'* 
ili l*e it further remembered that tin* fore” - oin”' contains the 
substance of all ol the evidence ”iveii on the hearing of this 
<au<i*. am! each <d the exceptions staled to have been taken bv the 
attorney lor the plaintiffs were so taken and were dulv allowed and 
mued by the court, and in order that each and every thereof mnv be 
preserved and made of record this statement of evidence is dulv 
stated, approved, and signed, and ordered to be made of record in 
the above entitled cause this 21st day of June. 11)38. 
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In the United States Court of Appeals for 
the District of Columbia 

April Term, 1938 


No. 7211 

James A. Farley, Henry Morgenthatj, Jr., and 
Homer S. Cummings as Trustees of the Postal 
Savings System; William A. Julian as Treas¬ 
urer of the United States of America and 
William A. Julian as Treasurer of the Board 
of Trustees of the Postal Savings System, 
appellants 

v. 

Charles H. Albers as Receiver of Woodlawn 
Trust and Savings Bank, a Corporation 


APPEAL FROM THE DISTRICT COURT OF THE UNITED 
STATES FOR THE DISTRICT OF COLUMBIA 


BRIEF FOR APPELLANTS 

This appeal is from a decree (R. 31) ordering 
and directing the defendant Julian, as Treasurer 
of the United States, to turn over and deliver to 
the appellee as Receiver of the Woodlawn Trust 
and Savings Bank certain enumerated bonds 
pledged to secure the deposit of Postal Savings 
funds to the credit of the Trustees of the Postal 

(i) 



Savings Svstem in the Woodlawn Trust and Sav- 
ings Bank, and ordering and directing the defend¬ 
ants Farley, Postmaster General; Morgen than, Jr., 
Secretary of the Treasury; and Cummings, Attor- 
ney General, Trustees of the Postal Savings Sys¬ 
tem, to pay or cause to be paid out of the Postal 
Savings funds in their possession or under their 
control, $106,657.96, being the principal and inter¬ 
est on bonds pledged by the Woodlawn Trust and 
Savings Bank with the Treasurer of the United 
States to secure the deposit of Postal Savings 
funds in the Woodlawn Trust and Savings Bank 
and sold, less such dividends as may accrue to the 
Trustees of the Postal Savings System as general 
creditors of the Woodlawn Trust and Savings 
Bank. 

STATEMENT OF THE CASE 

The Woodlawn Trust and Savings Bank was or¬ 
ganized April 27, 1905, under the laws of the State 
of Illinois and operated as such until June 22,1932, 
in the City of Chicago. On the latter date the Au- 
ditor of Public Accounts of the State of Illinois 
found the capital stock of the Bank impaired and 
one Vernon was appointed to act as Receiver 
thereof. Upon the resignation of Vernon and the 
death of his successor, the appellee was appointed 
Receiver. 

On December 12, 1911, the Woodlawn Trust and 
Savings Bank made application to the Trustees of 
the Postal Savings System for deposits of Postal 
Savings funds. This application was granted and 
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thereafter until the closing of the Bank on June 
22, 1932, Postal Savings funds were deposited in 
said Bank and to secure the repayment of such de¬ 
posits the Bank turned over and delivered to the 
Treasurer of the United States various bonds as 
part of the assets of the said Bank, among which 
were the bonds now held and retained in the posses¬ 
sion of the defendant Treasurer of the United 
States, as enumerated in the decree (R. 22). 

At the time the Woodlawn Trust and Savings 
Bank was closed, June 22, 1932, the deposit of 
Postal Savings funds to the credit of the Trustees 
of the Postal Savings System therein, together 
with interest, amounted to $454,793.04, no part of 
which has been repaid (R. 25). 

The Third Assistant Postmaster General is con¬ 
stituted the Agent of the Board of Trustees of the 
Postal Savings System and acts as such Agent for 
all purposes connected with the qualifications of 
depository banks, the fixing of the amount of the 
securities to be deposited and withdrawn, the con¬ 
ditions of such deposits and withdrawals, the de¬ 
posit of Postal Savings funds to the credit of the 
Board, the withdrawal and transfer of such funds, 
the authorization of the sale of securities of banks 
which failed to repay deposits on demand and the 
purchase of Postal Savings Bonds, etc. The duties 
delegated to the Third Assistant Postmaster General 
by regulations in this behalf are performed in the 
Bureau of the Third Assistant Postmaster General 
which has charge of all of the fiscal duties of the 

| 

i 
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Post Office Department, sucli as money order busi¬ 
ness, stamp sales, Postal Savings, and anything re¬ 
lating to the postal revenues. The funds of the 
Postal Savings System are received by the Post¬ 
master from depositors and are given the same pro¬ 
tection and handling as money order or stamp 
funds, except that all Postal Savings funds are re¬ 
quired by law to be deposited in banks which have 
qualified by depositing collateral with the Treas¬ 
urer of the United States or to be remitted to the 
Central Depository Post Office in the State. Sur¬ 
plus funds, that is the difference between the earn¬ 
ings and the interest paid depositors, become a 
part of the revenues of the Post Office Department 
and are used to pay the expenses of that Depart¬ 
ment (R. 25-26). 

The receipt given by the Treasurer of the United 
States for the securities deposited by the Wood- 
lawn Trust and Savings Bank—the securities 
claimed herein—states that these securities 

are held by the Treasurer of the United 
States as security for the safekeeping and 
prompt payment by that bank of all postal 
savings funds that have been or may be 
deposited with it, and for the faithful per¬ 
formance of its duties as a postal savings 
depository of the United States (R. 26). 

Postal Savings System employees are appointed 
by the Postmaster General and paid out of the ap¬ 
propriations of Congress. No specific appropria¬ 
tion for the Postal Savings Department, or any 


0 


other department, is made. Local employees of 
the Post Office designated as depositories of the 
Postal Savings funds are paid out of the general 
revenues of the Post Office Department and not 
specially for work in the Postal Savings System. 
A clerk may be a Postal Savings clerk one hour 
and a Post Office clerk the next. The same bond 
covers all of the activities of the employee 
(R. 26-27). 

On November 16,1917 the Woodlawn Trust and 
Savings Bank was designated as a special deposi¬ 
tory authorized to receive deposits on account of its 
purchase of Treasury certificates of indebtedness 
and subscription payments for liberty loan funds 
not to exceed $200,000.00 at any one time. (Addi¬ 
tion to Record, p. 58.) 

On its application the Woodlawn Trust and Sav¬ 
ings Bank was on January 16, 1920, admitted to 
membership and became a member of the Federal 
Reserve System. It continued as a member of the 
Federal Reserve System until it suspended on June 
22, 1932 (R. 27). 

The Auditor of Public Accounts of the State of 
Illinois was on notice and had knowledge that the 
Woodlawn Trust and Savings Bank was receiving 
and had on deposit in.its Bank, Postal Savings 
funds during the period from 1912 to 1932 and that 
the said Bank had assets pledged to secure repay¬ 
ment of such funds from 1919 to 1932 (R. 28). 

The Auditor of Public Accounts made biennial 
reports to the Governor and General Assembly of 
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Illinois. In the report of 1911, as shown, there are 
two entries of December 6, 1911 of Postal Savings 
funds, one in the amount of $7,1S9.10 and the other 
of $5,134.00. Such deposits were included in sub¬ 
sequent reports in item designated “Other time 
deposits,” but since December 1933, these reports 
show the par value of securities pledged to insure 
Postal Savings funds. There were 24 solvent banks 
in the State of Illinois on September 30, 1937, hav¬ 
ing securities pledged to secure the deposits of 
Postal Savings funds (R. 28). 

After the closing of the said Bank, and up to the 
end of the year 1933, correspondence passed be¬ 
tween the Receiver and Director of the Postal Sav¬ 
ings System, the Receiver suggesting the sale of the 
pledged securities and the application of the pro¬ 
ceeds to the claim of the Trustees of the Postal Sav¬ 
ings Svstem, but the Director then refused to make 
sale of the securities. On May 3,1932, the Auditor ! 
of Public Accounts of the State of Illinois advised 
the Board of Trustees that under the laws of 
Illinois thev were entitled to convert the collateral 
into cash and apply the same on their claim (R. 27). 

The then Receiver of the said Bank filed his Bill 
of Complaint October 28, 1935 ( R. 1), alleging that 
under the statutes of Illinois as construed by its 
highest court, the Banks of Illinois have never 
possessed and do not now possess the power of 
pledging assets to secure the deposits of money 
made in such Banks; that the pledging of assets of 
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the bank to secure the deposits of Postal Savings 
funds was ultra vires and void, that the Receiver 
w r as entitled to recover the assets so pledged, and 
that the moneys received by the defendant Trustees, 
or any of them, since the closing of the said Bank 
on account of the principal or interest of any bonds 
so pledged by the Bank, belonged to the Receiver 
and should be turned over and delivered and paid 
to him for the benefit of all creditors and depositors 
in said Bank. The defendants filed a motion to 
dismiss the Bill of Complaint (R. 14). 

The Court denied the motion to dismiss (R. 14). 
The defendants answered alleging, among other 
things (R. 18) : 

The said Act in Section 9 thereof provides 
in part as follows: “That postal savings 
funds received under the provisions of this 
Act shall be deposited in solvent banks, 
whether organized under national or state 
laws, being subject to national or state su¬ 
pervision and examination. * * * The 

Board of Trustees shall take from such 
banks such security in public bonds or other 
securities, supported by the taxing power, as 
the board may prescribe, approve, and deem 
sufficient and necessary to insure the safety 
and prompt payment of such deposits on de¬ 
mand. The fimds received at the postal sav¬ 
ings depository offices in each city, town, vil¬ 
lage, and other locality shall be deposited in 
banks located therein * * * willing to re¬ 
ceive such deposits under the terms of this 

1126G1—3S 2 
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Act and the regulations made by authority 
thereof. * * * For the purpose of this 
Act * * * the word ‘bank 7 shall be held 
to include savings banks and trust com¬ 
panies doing a banking business. 77 

Sections 16 of said Act declared “The 
faith of the United States is solemnly 
pledged to the payment of the deposits made 
in postal savings depository offices, with ac¬ 
crued interest thereon as herein provided.’ 7 

The Act of May 18, 1916, c. 126, 39 Stat. 
159, amended the Act of June 25, 1910, and 
in respect of deposits for postal savings 
funds provided that such deposits could be 
made in National or State banks “whether 
members or not of the Federal Reserve Sys¬ 
tem” and in respect of kind or security to be 
required of such banks, added to the kinds 
of securities already specified, securities 
“authorized by Act of Congress.” 

That the said Act of June 25,1910, consti¬ 
tuted full authority for the receipt and 
granting by the Board of Trustees of the 
Postal Savings System of the application 
made December 12, 1911, by the Woodlawn 
Trust and Savings Bank for the depositing 
with it of postal savings funds and said Act 
as supplemented and amended constituted 
and was authority for the depositing from 
time to time in said Bank of other deposits; 
and for requiring the giving by said Bank 
of security to safeguard and insure the said 
deposits. 
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Defendants further aver that in authoriz¬ 
ing the said deposits to be made in the said 
Bank and in exacting the pledging and in 
the taking and receiving of the security from 
said Bank the said Board of Trustees acted 
in full and strict compliance with the author¬ 
ity and powers conferred upon them by the 
Congress as aforesaid. 

Further, defendants aver that the postal 
savings funds deposited in said Bank, pur¬ 
suant to its application therefor under the 
said Act of Congress as amended and sup¬ 
plemented, constituted, were, and are a 
special deposit to the return of which the 
Board of Trustees of the Postal Savings 
System is entitled as a prior and superior 
and preferred claim as against plaintiff as 
Deceiver, and those whose interest or inter¬ 
ests he represents; that under the express 
terms of the contract, undertaking, and 
agreement entered into by the said Bank in 
respect of and as a condition for the said 
deposits, the Board of Trustees and the 
Treasurer of the United States are entitled 
to the possession of the bonds and securities 
pledged by said Bank until the amount on 
deposit to the credit of the Postal Savings 
funds account of the Postal Savings System 
is paid in full. 

The answer further averred that the action of 
the Bank in pledging and delivering the securities 
from time to time was done with full knowledge of 
the provisions and requirements of the Act of Con- 
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gress, and was continued for more than twenty 
years; that this course of dealing was well-known 
to the officials of the State of Illinois charged with 
the inspection and supervision of banking institu¬ 
tions, and was not objected to but was tacitly ap¬ 
proved, and that like action and conduct was in¬ 
dulged in by like banking institutions of Illinois, 
and that the Legislature of the State of Illinois was 
informed of the practice. 

It is further averred that if the Bank was with¬ 
out authority to pledge and deliver the securities, 
then the receipt thereof under the contract and 
agreement made with the Trustees of the Postal 
Savings System was wrongful and fraudulent, and 
\ that the Bank became, was, and is a Trustee ex 
j malcficio, and the return of the deposits made by 
i\ the said Trustees is a condition precedent to the 
right of return of the securities pledged or the pro¬ 
ceeds thereof. The answer further set up the 
defenses contained in the motion to dismiss (R. 19). 

The case was heard upon the Bill, Answer, and 
testimony taken. A statement of the evidence is 
filed as an addition to the record. 

The court made findings of fact (R. 21) and con¬ 
clusions of law (R. 29) and entered a final decree 
April 14, 1938 (R. 31). From this judgment and 
decree the defendants appealed in open court 
(R. 34). 

On April 25, 1938, the appellants filed the 
following (R. 34) : 
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ASSIGNMENT OF ERRORS 

1. The Court erred in finding and determining 
that the Woodlawn Trust and Savings Bank was 
without authority or power to pledge its assets to 
secure deposits of postal savings funds in its bank. 

2. The Court erred in finding and determining 
that the Woodlawn Trust and Savings Bank by 
becoming a member of the Federal Reserve system 
did not thereby become an instrumentality of the 
United States and empowered and authorized to 
pledge its assets to secure deposits of postal sav¬ 
ings funds in its bank. 

3. The Court erred in not holding and deter¬ 
mining that because of its membership in the Fed¬ 
eral Reserve system the Woodlawn Trust and Sav¬ 
ings Bank was empowered and authorized to pledge 
its assets to secure deposits of postal savings funds 
in its bank inasmuch as the Trustees of the Postal 
Savings System were by statute expressly required 
to exact security for such deposits. 

4. The Court erred in holding and determining 
that the suit was not one against the United States. 

5. The Court erred in holding and determining 
that the United States was not a necessary and in¬ 
dispensable party to this suit. 

6. The Court erred in overruling the motion to 
dismiss the bill of complaint and in not granting 
the same. 

7. The Court erred in not holding and determin¬ 
ing that the Woodlawn Trust and Savings Bank 
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was warranted in pledging its assets to secure de¬ 
posits of postal savings funds because of the long 
existing custom and practice of state banks in Illi¬ 
nois to do so, said practice and custom being well 
known to and acquiesced in by the Auditor of Pub¬ 
lic Accounts of the said State. 

8. The Court having held and determined that 
the Woodlawn Trust and Savings Bank was not 
authorized to pledge the collateral required by the 
Federal law for deposits of Postal Savings Funds, 
it erred in not holding and determining that the 
said bank in accepting such deposits held them in 
trust for the defendants as a trustee ex maleficio, 
and that the defendants as trustees of the Postal 
Savings System were entitled to a preference as 
creditors of said bank and to a lien on the collateral 
decreed to be returned. 

The pertinent statutes are set forth in the Ap¬ 
pendix (p. 47). 

Under the Assignment of Errors we present the 
following propositions: 

PROPOSITIONS 

1. A State bank voluntarily becoming a member 
of the Federal Reserve Svstem is an instrumen- 
tality of the Federal government and is subject to 
its laws as a depositary of Federal funds. 

2. In any event, if the State bank was not author¬ 
ized to pledge the collateral required by the Federal 
law, it held these deposits in trust for the defend¬ 
ants as Trustee ex maleficio. 
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3. The deposits in the State bank were of Federal 
funds and created a debt to the United States which 
must be first satisfied by the Receiver. 

4. The United States is an indispensable party 
to this suit. 

ARGUMENT 

I 

A State bank voluntarily becoming a member of the Fed¬ 
eral Reserve System is an instrumentality of the 
Federal Government and is subject to its laws as a 
depositary of Federal funds 

In Marion v. Sneeden, 291 U. S. 262, the court 
held that the State of Illinois had not conferred 
upon its banks the power to pledge assets to secure 
deposits of political sub-divisions of the State. 

It was pointed out, however (p. 269): 

A statute confers in terms the power to 
pledge assets to secure deposits of the State, 
but there is none which so confers the power 
to pledge assets to secure public deposits of 
a political sub-division of the State. [Italics 
supplied.] 

There is no State statute expressly conferring the 
power to pledge assets to secure deposits of Federal 
funds. Under these circumstances the question 
arises whether or not (1) the voluntary member¬ 
ship of the Bank in the Federal Reserve System 
created the Bank such an instrumentality of the 
Federal government as to make it subject to its 
laws as a depositary of such funds; or (2) whether 
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the practice existing among State banks in Illinois 
for many years prior to the establishment of the 
Federal Reserve System, and still existing, of se¬ 
curing Postal Savings funds by the deposit of col¬ 
lateral, a practice well known to the officials in 
charge of State banks and reported to the State 
Legislature, authorized the pledging of such assets 
as a necessary incident of deposit banking. 

1. The bank was an instrumentality of the Federal Government 

The record discloses, as shown in the statement 
of the case, that on January 16, 1920, the State 
bank, whose funds are involved herein, became a 
member of the Federal Reserve System and con¬ 
tinued as such until it was suspended. 

In Texas cO Pacific Ry. v. Pottorff, 291 U. S. 245, 
258, it is declared that 

The duty of the Secretary to demand a 
pledge authorizes a national bank to make it. 

See also O’Connor v. Rhodes, 65 App. D. C. 21,26. 

Here the duty of the Trustees of the Postal Sav¬ 
ings System to demand pledges of State banks 
members of the Federal Reserve System, as shown 
by the following statutes, authorizes such banks to 
give such pledges. 

Title 12, IT. S. C. A., Sections 321 to 331, govern 
the requirements for any bank incorporated under 
the laws of any State to become a member of the 
Federal Reserve System. This must be by the 
voluntary application of the bank for the right to 
subscribe to the stock of the Federal Reserve Bank 
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organized within its District, and complying with 
the rules and regulations of the Federal Reserve 
Board. Under Sections 324 and 330 all banks ad¬ 
mitted to membership are subject to the provisions 
of the law which relate specifically to member 
banks. 

Section 332 is as follows: 

Depositaries of public money; financial 
agents; security required. 

All banks or trust companies incorporated 
by special law or organized under the gen¬ 
eral laws of any State, which are members 
of the Federal reserve system, when desig¬ 
nated for that purpose by the Secretary of 
the Treasury, shall be depositaries of public 
money, under such regulations as may be 
prescribed by the Secretary; and they may 
also be employed as financial agents of the 
Government; and they shall perform all 
such reasonable duties, as depositaries of 
public money and financial agents of the 
Government, as may be required of them. 
The Secretary of the Treasury shall require 
of the banks and trust companies thus desig¬ 
nated satisfactory security, by the deposit of 
United States bonds or otherwise, for the 
safe keeping and prompt payment of the 
public money deposited with them and for 
the faithful performance of their duties as 
financial agents of the Government. (Dec. 
23, 1913, c. 6, Sec. 9, 38 Stat. 259; May 7. 
1928, c. 507, 45 Stat. 492.) 

112GG1—3S-3 
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The Act establishing Postal Savings deposi¬ 
taries is Chapter 20 of 39 U. S. C. A. Sec. 759 
provides for the deposit of funds in banks, as 
follows: 

'Deposit of funds in banks; interest; re¬ 
serve; security; deposits with treasurer of 
board of trustees. Postal savings funds 
received under the provisions of this chap¬ 
ter shall be deposited in solvent banks, 
whether organized under national or State 
laws, and whether member banks or not of 
the Federal reserve system, being subject to 
national or State supervision and examina¬ 
tion, and the sums deposited shall bear 
interest at the rate of not less than 2 1 / 4 per 
centum per annum, which rate shall be uni¬ 
form throughout the United States and 
Territories thereof; but 5 per centum of 
such funds shall be withdrawn bv the board 
of trustees and kept with the Treasurer of 
the United States, who shall be treasurer of 
the board of trustees, in lawful money as a 
reserve. The board of trustees shall take 
from such banks such security in public 
bonds or other securities, authorized bv Act 
of Congress or supported by the taxing 
power, as the board may prescribe, approve, 
and deem sufficient and necessary to insure 
the safety and prompt payment of such 
deposits on demand. 

12 U. S. C. A., Sec. 332, therefore specifically author¬ 
izes a State member bank to become a depositary of 
public money and to pledge its assets to secure such 
deposit; and 39 U. S. C. A., Sec. 759, expressly 
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directs the Trustees of the Postal Savings System 
(one of whom is the Secretary of the Treasury) to 
require security for the deposit of trust funds of 
the Postal Savings System, whether deposited in 
, { State or National Banks. 

| j Thus there is express statutory power conferred 
!ij by Federal statute upon State member banks to 
j ! pledge their assets as security for deposits of pub- 
!j lie money, and like power conferred upon the 
,[ Trustees to require the pledging of assets by the 
\ bank for the deposit of Postal Savings funds. 

The one statute expressly makes the State mem¬ 
ber bank an instrumentality of the Federal govern¬ 
ment ; the other confers upon the Trustees the duty 
to exact of this instrumentality security for the de¬ 
posit of trust funds under their contract. The 
State Bank here for years advertised that it was a 
“Depositary of U. S. Postal Savings System,” and 
“Under government supervision” (Add. to R. p. 
47 et seq.). 

These statutes clearly differentiate this case 
from the Sneeden ease. In this connection, there is 
no statute in the State of Illinois prohibiting State 
banks from complying with the Federal law and 
pledging its assets to secure the deposit of Federal 
funds. The State of Illinois has by statute specifi¬ 
cally authorized State banks to pledge their assets 
to secure deposits of public moneys of the State, 
but not of political sub-divisions. The Federal 
courts have followed the State courts in the con¬ 
struction of the applicable Illinois law to the effect 
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that that State had not conferred upon its banks 
the power to pledge assets to secure deposits of 
political subdivisions of the State. 

The State of Illinois is not here asserting the in¬ 
validity of the pledge made by the Woodlawn 
Trust and Savings Bank to secure the deposits of 
Postal Savings funds in that Bank. The custom 
and practice of pledging these deposits commenced 
in 1911 when that Bank applied to the Postal Sav¬ 
ings System for a deposit of its funds and contin¬ 
ued until it closed in 1932. The State of Illinois 
did not complain during all these years of the 
ultra vires conduct of its banks. 

This situation is comparable to Casey v. Galli, 
94 U. S. 673. There an action was brought by the 
Receiver of the New Orleans National Banking 
Association to enforce the individual liability of 
the defendant as a stockholder. The declaration 
averred that on June 3, 1864, the Bank of New 
Orleans was a banking corporation under the laws 
of Louisiana, and carried on business as such until 
July 1, 1871, when under the Act of Congress it 
became by due proceedings a national banking as¬ 
sociation under the name of the New Orleans Na¬ 
tional Banking Association, and carried on busi¬ 
ness until October 4, 1873, when it failed. After 
failure, the Comptroller required the plaintiff to 
enforce the liability of each stockholder to the 
amount of the par value of his stock at the time of 
failure. 



19 


The defendant filed three pleas, one of which 
was that there was no such corporation in existence 
because the Bank had no authority under its char¬ 
ter or from the State of Louisiana to change its 
organization to that of a national banking Asso¬ 
ciation, and therefore prayed the declaration be 
quashed. The Court said (p. 678): 

The second plea is clearly bad. No au¬ 
thority from the State was necessary to 
enable the Bank so to change its organiza¬ 
tion. The option to do that was given by 
the 44th Section of the Banking Act of 
Congress. 13 Stat. 112. The power there 
conferred was ample and its validity can¬ 
not be doubted. The Act is silent as to any 
assent or permission by the State. It was 
as competent for Congress to authorize the 
transmutation as to create such institutions 
originally. 

By a parity of reasoning, it would seem that no 
authoritv from the State was necessarv to enable 

w %/ 

the Woodlawn Trust and Savings Bank to become 
an instrumentality of the Federal government as a 
member of the Federal Reserve System. This 
power was conferred by the Federal statute. 

Casey v. Galli, supra, was reviewed by the Su¬ 
preme Court in Hopkins Federal Savings & Loan 
Association v. Cleary, 296 U. S. 315; 80 L. ed. 251. 
This was a suit brought to test whether, without the 
consent and over the protest of the State of Wis¬ 
consin, a building and loan association organized 
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under the laws of that State could be transmuted 
from a State to a Federal association by virtue of 
the Federal Home Owners Loan Act. 

The Court held that the Act attempting such a 
conversion was not conditioned upon the consent 
of the State or compliance with its laws, but that 
insofar as the Act permitted this conversion in 
contravention of the laws of the place of creation 
is an unconstitutional encroachment of the re¬ 
served powprs of the States under the 10th Amend¬ 
ment. 

The Court distinguished Casey v. Gdlli, supra, by 
pointing out that in that case the State did not 
oppose the conversion, though it was not shown it 
consented; that the reorganized corporation did 
business for more than two years; that in sustain¬ 
ing the demurrer filed to the declaration to recover 
the par value of the stock, the Court stated the 
following grounds: 

(a) The defendant was estopped from contest¬ 
ing the validity of the charge after standing by for 
over two years without making his objection; (b) 
apart from any estoppel 

“no authority from the State was necessary 
to enable the bank so to change its organ¬ 
ization” (p. 678). “The Act is silent as to 
any assent or permission by the State. It 
was as competent for Congress to authorize 
the transmutation as to create such institu¬ 
tions originally” (p. 342). 


21 


Justice Cardozo then holds that no question of 
constitutional power was in the case, but the valid¬ 
ity of the Act was taken for granted, which assump¬ 
tion could hardly be avoided when the controversy 
was viewed in the light of the fact that Louisiana, 
like the defendant stockholder, had apparently ac¬ 
quiesced in the attempt of the central government 
to take over the State Banks. 

The time had gone by to vindicate her 
majesty. What she might have done if she 
had been vigilant is a question not before 
us. Distinctions may conceivably exist be¬ 
tween the power of Congress in respect of 
banks of issue and deposit and its power 
in respect of associations to encourage in¬ 
dustry and thrift (p. 343). 

It is reiterated that Illinois acquiesced for 15 
years in the action of the Woodlawn Trust and 
Savings Bank in becoming and remaining an in¬ 
strumentality of the Federal government, and for 
21 years in the practice of pledging its assets as 
collateral for deposits of postal savings funds. 

The power of Congress to employ State corpo¬ 
rations with their consent as instrumentalities of 
the United States is unquestioned. In Westfall v. 
United States, 274 U. S. 256, winch was an indict¬ 
ment charging the defendant with aiding and pro¬ 
curing the mis-application of funds of a State mem¬ 
ber bank of the Federal Reserve System, it was 
contended that Congress had no power to punish 


this offense against the property rights of the State 
bank, and that the crime resulted in no loss to the 
Federal Reserve System. In answering these pro¬ 
positions the Court said (p. 259) : 

Finally, Congress may employ state corpo¬ 
rations with their consent as instrumental¬ 
ities of the United States, C'lallan County v. 
United States, 263 U. S. 341, and may make 
frauds that impair their efficiency crimes. 
United States v. Walter, 263 U. S. 15. 

In Hiatt v. United States, 4 Fed. (2d) 374, 377, 
the President of an Indiana Trust Company was 
convicted of violating a Federal law while the Com¬ 
pany was a member of the Federal Reserve System. 
It was contended that the charter of the Company 
did not authorize it to join the Federal Reserve 
System. As to this the Court said (p. 377): 

If, in the wisdom of Congress, it seemed 
that the inclusion of State banks and trust 
companies would contribute to such and 
other legitimate purposes of the Federal Re¬ 
serve System, the right to so include them 
would seem not now open to question. The 
government may make use of concerns in¬ 
corporated under State charters. Lati- 
nettc v. City of St. Louis, 201 F. 676, de¬ 
cided by this Court; Cherokee Nation v. 
Kansas Ry. Co., 135 U. S. 641; California v. 
Pacific R. R. Co., 127 U. S. 1. The provi¬ 
sion for membership of State banks in the 
Federal Reserve System is in no sense com¬ 
pulsory. We are of opinion that Congress 
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was clearly within its constitutional rights 
in authorizing the admission of State banks 
and trust companies to the privileges and 
benefits of member banks in the Federal Re¬ 
serve System. 

The Court further held that the arrangement be¬ 
tween the Trust Company and the Federal Reserve 
System was a business arrangement not made un¬ 
der compulsion, regarded as advantageous by both 
concerns and was for the advancement and in the 
interest of the business for which the Trust Com¬ 
pany was chartered. The Court then said: 

Whether there ever was a time when that 
arrangement might have been brought in 
question by the State of Indiana, it is not 
such an ultra vires act as made the transac¬ 
tion absolutely void, so that the question 
could be raised collaterally. Whether there 
might have been a time when the State of 
Indiana might have raised the question of the 
right of the Trust Company to become a 
member of the Federal Reserve System 
seems now a moot question, because on May 
31, 1931, prior to the happening of the mat¬ 
ters charged in the indictment, the Indiana 
legislature passed the Enabling Act (p. 375). 

Doherty v. United States, 94 Fed. (2d) 495, fol¬ 
lowed and approved the Hiatt case, supra. In the 
Doherty case the defendant was convicted under 
Federal statutes of embezzlement of funds from a 
non-member State bank insured under the Federal 
Deposit Insurance Corporation Act. Upon appeal 
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lie contended that Congress was without power to 
enact the law providing for the guarantee of de¬ 
posits, but that this power was reserved to the 
States. As to this the Court said: 

But as Congress had the right to create 
this corporation and make it a depositary 
of public moneys of the United States and 
a financial agent of the government, it must 
be conceded the power to enact such regula¬ 
tory legislation as it deemed necessary to 
protect and make effective this government 
agency. This contention overlooks the rule 
that where a certain field of activity becomes 
subject to one of the enumerated federal 
powers, then the federal government may 
in that field exercise authority comparable 
to state police power (p. 497). 

It was further contended that the power to enact 
this legislation was not found among the enum¬ 
erated powers of Congress. As to this the Court 
said: 

Having the power to create the institution 
a government instrumentality, it necessarily 
had the power to adopt such means as it 
deemed necessary for the protection and 
preservation of that institution (p. 498). 

It was next contended that non-member State 
banks taking out Federal Deposit Insurance “are 
not instrumentalities of the Federal government 
and could not Constitutionally be made such.” As 
to the contention the Court said: 

The Supreme Court, in Westfall v. United 
States, supra, has specifically held that “Con- 
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gress may employ state corporations with 
their consent as instrumentalities of the 
United States.” In that case, the right of 
Congress to extend criminal liability to offi¬ 
cers of state banks who were members of the 
Federal Reserve System was challenged 
(p. 498). 

The fact that there was in the Doherty case spe¬ 
cific authorization by the Nebraska Legislature for 
banks in that State to accept insurance in the Fed¬ 
eral Deposit Insurance corporations, in no way 
lessens the authority of this case as to the power 
of Congress to include State banks in the Federal 
Reserve System or to confer the benefit of Federal 
Deposit Insurance upon, such banks. 

See also Louisville Bridge Commission v. Louis¬ 
ville Trust Company, 258 Ky. 856; 81 S. W. (2) 894, 
where it was specifically held that a Kentucky cor¬ 
poration upon becoming a member of the Federal 
Reserve System, had the power to secure Federal 
deposits by pledging securities. In this case, how¬ 
ever, Kentucky had pased an Act authorizing its 
banks to become members of the Federal Reserve 
System. 

It is submitted that the Federal statutes having 
conferred express power upon State member banks 
of the Federal Reserve System to pledge their as¬ 
sets as security for deposits of public money, and 
like power upon the Trustees of the Postal Savings 
System to require the pledging of assets by State 
banks for the deposit of Postal Savings funds, in 
the absence of any protest by the State of Illinois, 
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the State bank as an instrumentality of the Federal 
government has authority to pledge its assets to 
secure the deposit of Federal funds, and such 
pledges in this case were lawful. 

2. The well known practice existing in Illinois for years, and still 
existing, of pledging assets to secure deposits of postal savings 
funds in State banks evidences that the power is a necessary 
incident to the banking business 

In the Pottorff case, supra, the court asserted 
(p. 254): 

There is no basis for the claim that the 
power to pledge assets is necessary to de¬ 
posit banking. The record is barren of 
evidence that the practice of so pledging 
assets has ever prevailed among national 
banks. And the facts of which we take ju¬ 
dicial notice indicate that among national 
banks such action must have been deemed 
contrary to good banking practice. 

The foot note to sustain the latter statement is 
limited to the practice of pledging assets to secure 
private deposits, and it is again said (p. 255) : 

In the case at bar, there is a specific find¬ 
ing that the transaction challenged was the 
only instance in which this bank had ever 
pledged assets to secure a private deposit. 
Surely action cannot be deemed a necessary 
incident of a business when only a single 
instance has been found in which it was 
taken. Moreover, even a practice commonly 
pursued may not be a necessary one. 
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In the Sneeden case, supra (p. 270) it is said: 

Nor is there any evidence that in Illinois 
such power is necessary in the conduct of 
the business of deposit banking. 

In this case, however, it is showui that deposits at 
regular intervals for 21 years were made in the State 
bank and assets pledged to secure such deposits; 
that this practice still exists among solvent State 
banks in Illinois (R. 28) ; that the Woodlawn Trust 
and Savings Bank was a depositary of War Loan 
funds (Add. to Record, p. 58) ; that it was a mem¬ 
ber of the Federal Reserve System; that it adver¬ 
tised itself for years as a “Member Federal Re¬ 
serve,” “Depositary for U. S. Postal Savings 
Funds,” and “Under United States Government 
Supervision” (Add. to Record, p. 47, et seq.). 

The Auditor of Public Accounts, the State offi¬ 
cial supervising State banks in Illinois, reported 
to the Illinois Legislature in 1911 the deposit of 
postal savings funds in State banks, and from 1912 
to 1933 the Auditor knew that assets of the banks 
were pledged as security for such deposits (R. 28). 

The record in this case, unlike the records in the 
Pottorff and Sneeden cases, supra, is replete with 
evidence of the existing practice—and which has 
existed for many years—of securing deposits of 
postal savings funds wuth pledges of assets. This 
discloses a public policy approved by the State of 
Illinois. 
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This practice has evidently been regarded by 
State banks, and State officials, as a necessary in¬ 
cident to the deposit banking business in order for 
State banks to be upon an equality with national 
banks in competing for deposits, and to further the 
confidence of the depositing public in State banks 
who have qualified as ‘ 'Members of the Federal 
Reserve System,” as “Depositaries of United 
States Postal Funds” and as being “Under United 
i States Government Supervision.” Of. Lewis v. 
Fidelity Co., 292 U. S. 559, 564. 

II 

In any event, if the State bank was not authorized to 
pledge the collateral required by the Federal law, it 
held these deposits in trust for the defendants as 
trustee ex maleficio 

As before set out herein, Section 759 of Title 39 
U. S. C. A. emphatically directs the Board of 
3 Trustees of the Postal Savings System to take 
j. r\ r&i-N from State banks public bonds or other securities 
necessary to insure the safety and prompt pay¬ 
ment of the deposit of the trust funds made by such 
Trustees. If the Woodlawn Trust and Savings 
Bank was unauthorized to comply with this stat¬ 
ute and pledge its assets as security for such de¬ 
posits, the case comes squarely within the analysis 
^ of Allen v. United States, 285 Fed. 678, as made 
by Chief Justice Groner in Inland Waterways 
Corporation; United States Shipping Board Mer¬ 
chant Fleet Corporation; Harry H. Woodring , 
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Secretary of War; et al. v. Cary A. Hardee, Re¬ 
ceiver of Commercial National Bank of Washing¬ 
ton, D. C., decided October 31, 1938. In this case 
Chief Justice Groner said: 

Counsel for the Corporation rely upon 
cases like Allen v. United States, 285 F. 678. 
There a postal official had deposited postal 
funds in a Massachusetts bank, and the bank 
had failed. The Court of Appeals held that 
the United States could recover the amount 
of the deposit from the bank as trustee ex 
maleficio. The theory was that, since the. 
postal funds were public money, the post¬ 
master had no authority to make the deposit 
and that the bank was prohibited by law 
from receiving it. The distinction between 
that case and this is clear. In the Allen case 
the postmaster had no statutory authority to 
deposit postal money in the particular bank 
because there was a Government treasurer in 
Boston designated to receive the money (39 
U. S. C. A. 47), and he likewise had no au¬ 
thority because the bank was not an author¬ 
ized depositary (39 U. S. C. A. 46; and see 
31 U. S. C. A. 521). In these circumstances 
the bank, in receiving the funds, took them 
in violation of that statute on which the Cor¬ 
poration relies in this branch of the case (18 
U. S. C. A. 182). The Allen case, therefore, 
presented the situation of a bank’s receiving 
a deposit which it was prohibited by law 
from receiving from a person prohibited by 
law from making it. 
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The language of the Chief Justice aptly fits this 
case. The Trustees had no authority to make the 
deposit in the Woodlawn Trust and Savings Bank 
unless that Bank was authorized to pledge its assets 
as security for such deposits. In these circum¬ 
stances the Bank in receiving the funds took 
them in violation of Section 182, 18 U. S. C. A. 
Unless the Woodlawn Trust and Savings Bank 
is an instrumentality of the Federal govern¬ 
ment authorized to receive these deposits as such 
and pledge its assets as security therefor, the 
Bank acquired a deposit which it was prohibited 
by law from receiving from the Trustees prohibited 
by law from making such deposits. In such a situa¬ 
tion the Trustees could recover the amount of de¬ 
posit from the Bank as Trustee ex malefido, for the 
reason that title to such deposits never passed out 
of the Trustees. 

If the Bank was unauthorized to receive these 
deposits and pledge its security therefor, and the 
Trustees had no authority to deposit these funds 
without such security, the funds received by the 
Bank were not a part of the assets of the Bank. 
Sav Diego Co. v. California National Bank, 52 Fed. 
59. In this case County moneys were deposited in 
the California National Bank by the Countv Treas- 
urer and Tax Collector without authority of law. 
This case is cited with approval in Davis v. Elmira 
Savings Bank, 161 U. S. 275, 289, as follows: 

Thus it was said bv this court in Scott v. 

Armstrong, 146 U. S. 499, when dealing with 



the question of set-off: “The requirement as 
to ratable dividends is to make them from 
what belongs to the bank, and that which at 
the time of the insolvency belongs of right 
to the debtor does not belong to the bank.” 
So in the case of San Dieyo County v. Cali¬ 
fornia Nat. Bank, 52 Fed. Rep. 59, it was 
decided that the funds received by a na¬ 
tional bank, which the party depositing had 
no authority of law to deposit, were not part 
of the assets to be “ratably distributed,” 
but must be returned in full to the rightful 
owner. And. again, in Massey v. Fisher, 62 
Fed. Rep. 958, which was a case where an 
endorser paid the amount of a note to a 
bank and took a receipt, but before he took 
the note from the bank the bank failed, the 

substance of the decision was that the monev 

%/ 

did not belong to the bank, but was hold bv 
it in trust; and, of course, in that case it was 
not part of its assets. 

In Finnw v. State of South Dakota, 29 Fed. (2d) 
776 (Cer. den. 279 U. S. 841), the State law pro¬ 
hibited the deposit of State funds in banks in ex¬ 
cess of a certain amount, and also required sufficient 
bond as security for such deposits as were allowed 
by law. The Rural Credit Board deposited in a Na¬ 
tional Bank a sum in excess of the amount allowed 
by law and the Bank did not provide the bond. It 
was held that all of the funds deposited were trust 
funds belonging to the State, both those within the 
amount allowed by law and those in excess of that 
amount. 




In American Surety Company v. Waggoner Na¬ 
tional Bank, 83 Fed. (2d) 99, it is said that a bank 
becomes a Trustee ex maleficio by receiving a de¬ 
posit fraudulently, corruptly, or where the deposit 

is not only unauthorized but forbidden bv statute. 
•> % 

Citing Board of Commissioners v. Strain), 157 
Fed. 49. 

American Surety Co. v. Jackson, 24 Fed. (2d) 
768. A statute required that public money should 
not be taken from custody of the City Treasurer 
and deposited elsewhere than in some regularly 
organized bunk, nor without a bond to be taken 
from the bank in such penal sum and with such 
security as the council or board of trustees might 
direct and approve .sufficient to save the muncipal- 
ity from loss. The bank became insolvent after 
giving such bond, and the American Surety Com¬ 
pany as surety paid the loss sustained and became 
subrogated to the rights of the citv. The Surety 
Company brought suit against the receiver to re- 
cover the amount of the judgment obtained by the 
city against the plaintiff, one of the theories of the 
suit being that the money was deposited in viola¬ 
tion of the law and the hank thereby became a 
trustee o!‘ the funds so deposited. As to this the 
court said: 

If the city funds were lawfully deposited 
in the depository bank the relation of debtor 
and creditor existed between the city and the 
bank, and it is well settled that neither tilt* 
city nor those claiming under it can under 
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sucli circumstances claim any preference over 

general creditors. On tin 1 other hand, if the 

deposits were made by the city treasurer in 

violation of the laws of the State, it is equally 

well settled that the hank became a trustee, 

and that the citv or those claiming under it 

mav recover from the receiver the amount 
* 

of the trust fund if less than the amount of 
cash coming into his hands at the inception 
of the receivership, unless it is made to ap¬ 
pear that some portion of the trust fund had 
theretofore* been paid out or dissipated by 
the bank. Spokane Countu v. First Nat. 
Caulr, 68 F. 1)79; Merchants Nat. Bank v. 
School I)ist. No. 8, 94 F. 705: Smith v. Mott¬ 
le)], 150 F. 266; Board of Commissioners v. 
Siratrii, 157 F. 49; In Re J. M. Aeheson Co., 
179 Fed. 427: Til tom v. McCormick, 236 F. 
209. We do nol understand this rule is con¬ 
troverted. Indeed, it is <o firmly established 
by the decisions of this and other courts that 
the question is no longer an open one. It 
seems quite dear to us that the city funds 
were* deposited in violation of the laws of 
the* State. We think the depository Act of 
1921 superseded the Act of 1S93, hat if it 
did not the bond executed in 1917 did not 
salisfy the* requirements of the Act of 1921 
(}>. 769). [ Italics supplied.] 

* also (tail) {) v. I Yisdom, 69 F. (2) 495. 496. 

■hr v. Cmled Stales F. <(* (!. Co., 71 F. (2) 

the* closing of the Hank llu* eleposit of the 

il Savings funds aggregated with interest 


S4b4.792.04 (I*. 2-7). The resources of the Bank 
were S4. 0>0.94S.22 ( Add. to Record. p. •>—(>). 4 liis 

>47)4.79:‘,.04 was a trust fund held l>y 11 it* Bank and 
its successor for the Trustees of tin* Postal Savings 
System. 

The Receiver is the actor in lids suit. He must 
prove liis right to recover l lie bonds in t he 'Treasury 
of 1 he Bidled States, or the ]>r<>ceeds of 1 hose hotels 
sold, also in the 'Treasury. He can at most only 
show the right to set off the 1 rust fund in his 1 lands 
against the trust properly in the 'Treasury. The 
only showing made by the Receiver is 1 hat the State 
of Illinois did not by its charter or statute, aliirma- 
tively authorize the bank to pledge its assets to re- 
cover deposits of Federal funds required by Fed¬ 
eral law to be thus seenre<l but tacilly consented for 
21 years lo such pledging. In the last analysis the 
Bank was Trustee in accepting those funds, and 
even though the delivery of the assets was unau¬ 
thorized. in the absence of any other showing the 
Treasury officials have a right to retain these bonds 
and their proceeds until restitution is made of the 
trust funds. 

In other words, tin* appellants can set off the 
trust funds due to them by the insolvent bank 
against the trusl property in the Treasury of the 
l idled State- to the credit of the Postal Savings 
System. At least the cross demands of the parlies 
are of the same quality and may be set off one 
against the other. 

Cf. Dnhin V. Dnnln, 290 l\ S. 149,. 1 IS. 




!f iI k* Rank had no authority to pledge tlit 
<•(»1 l;iloral -\1 1 it-li was delivered to the* a)))K*llants 
nevertheless. beinu 1 rustic for 11 it* appellants’ de¬ 
posits. when and as those trust funds were dissi¬ 
pated by 1 lie t ruslee. 1 lie collateral which t lie t ruslet 
delivered to 1 he appellanls. to Ik* heid in t rust 
heeanie subsliluted in equily for the trusl fund.' 
tlius dissipated hy the Rank. and the Receiver ha.' 
shown no i quilahe riyhl lo recover this trusi prop- 
erty or its proceeds. Since the appellants have 11n 
riidil to preference treatment of their trust de¬ 
posits and stand ahead of general depositors, tin 
use oi this collateral, as a n’eueral asset ol tin 
! lank, to liputdate this prelerenee e:ai;n cannol Ik 
quest ioiied. 

Finally, tIn* Postal Savings funds augmented tin 
asselso! the I lank hy deposits o| S ! lit.SSi).!«'•>(,\dd 
lo Record. p. d). ! hese deposits were reeei\'ed h\ 

the Hank a.s Trustee < x nutlrjirio, and tin* appel¬ 
lants were cut it led lo a lindinu 1 1 hat 1 hese were 1 rusi 
deposits with the radit at least to trace them ini* 
t he hands oi l lie Receiver. As lony as 1 rust prop¬ 
erty can he traced and followed, the property inn 
which it has been converted remains stibjeei to tin 
1 rust : and i f a man mixes t rust funds wil h his. 11n 
whole will he 1 rented as trust properly, except s< 
far as he may he able to distinguish what is ids 
1 his doctrine applies in every case of a trusl rela¬ 
tion, and as well lo moneys deposited in hank, and 
to the debt 1 herdiv created, as to everv other dm 
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tabled subsequent to 11 u* «'«in1111i11uiiii.u*- as 
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It is. therefore, clearly moneys which the 
United States are charged with the duty of 
conserving. 

Richmond, F. d' F. R. R. Co. v. McCttrl, til App. 
1). (290, ((lloted in the* Rhodes case, supra at p. 21). 

Section R. S. 3406 (31 U. S. 0. A.. See. 191) is 
as follows: 

Priori! tf < sinhlisht d .— Whenever any ’per¬ 
son indebted t<» the l nited States is insol¬ 
vent. or whenever tlu* estate of any deceased 
debtor, in the hands of the executors or 
administrators, is insufficient to pay all tin* 
debts due from the deceased, the debts due 
t«> the United States shall be tirst satisfied: 
and the priority established shall extend as 
well to cases in which a debtor, not having 
sufficient property to pay all his debts, 
makes a voluntary assignment thereof, or in 
which the estate and effects of an abscond¬ 
ing. concealed, or absent debtor are attached 
by process of law. as to cases in which an act 
of bankruptcy is committed. 

Under this statute the United States has a pre¬ 
ferred claim against the receivership. This claim 
was filed by the Director of the Postal Savings 
System September 19. 199,2 (Addition to Record, 
pp. 39, 40). 

The National Banking Act providing for the dis¬ 
tribution of the assets of insolvent national banks 
without preference, has no application to State 
banks, but as to them, debts due the United States 
are preferred claims. 



:y.) 

Thus. Cool: ('ou)d// A7//. Baal: v. Paited SI ales, 
107 1'. S. 44.7, holding that the claim of the United 
States for deposits in national hanks for which se¬ 
curity was not required was on a parity with claims 
of private creditors, was based upon the require¬ 
ments of the National Banking Act for equal treat¬ 
ment. As to this it is said in the Pol torff case, 
supra (]>. 255): 

To permit the pledge would he inconsist¬ 
ent with many provisions of the National 
Bank Act which are designed to ensure, in 
case of disaster, uniformity in the treatment 
of depositors and a ratable distribution of 
assets. Compare Dans v. Blunra Saviafjs 
Baal:, lbl U. S. 275. 290. This policy of 
equal treatment was held to 'preclude, in case 
of a national bank, even the preference 
under Section O-Kib of the .Revised Statutes 
which otherwise is accorded to the United 
States when its debtor becomes insolvent. 
('(ad: County A afioual Baal: v. Palled 
Blahs, 107 U. S. 445. 

Without the provisions of the National Banking 
Act, the preference which is accorded the United 
States ,as deblor under R. S. 2,4(j(J is necessarily 
recognized. 

If the United States are preferred as creditors 
of ihe insolvent State bank, the court will not do a 
futile thing and require the restitution of the bonds 
or the pavment of the monev to the Receiver in 
order to have the bonds or their proceeds and the 
money returned. 



40 


IV 

The United States is an indispensable party to this suit 

We are not unmindful that in the suit against the 
Panama Canal Zone, Inland Waterways Corpora¬ 
tion et at. v. Hardee, Receiver, supra, the court held 
that the proceeds of the pledges sought to be re¬ 
covered in that suit did not belong to the United 
States and had not been covered into the Treasury; 
that it belonged to all of the creditors of the Bank 
ratably, and that it was of no consequence what the 

United States mav or mav not do about the de- 

• * 

fieiency in the Canal Zone Postal funds, if one 
should exist. 

However, with great deference, we again assert 
that this suit is in essence against the United States. 
The Treasurer of the United States who holds these 
bonds, holds them by virtue of the fact that he is 
Treasurer of the United States and that these bonds 
were deposited to secure the United States from 
loss in the deposit of Postal Savings funds. The 
certificate issued to the depositor (Add. to Record, 
p. (W) contains the following: 

POSTAL SAVINGS SYSTEM 

The Faith of The 

UNITED STATES OF AMERICA 

Is Solemnly Pledged To the Payment of Deposits 
With Accrued Interest 

The receipts given by the Treasurer of the 
United States for the securities deposited with him 
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by the State Bank, the securities claimed herein, 
state that these— 

are held bv the Treasurer of the United 

4 / 

States as security for the safekeeping* and 
prompt payment by that bank of all postal 
savings funds that have been or may be de¬ 
posited with it, and for the faithful per¬ 
formance of its duties as a postal savings 
depository of the United States (R. 26). 

The proceeds of the collateral sold is in the 
Treasury of the United States. 

These facts clearly distinguish this case from 
those cases involved in I aland Waterways Corpo¬ 
ration el (d. v. Hardee, Receiver, supra, and bring 
this case within the decision of this Court in Has¬ 
kins Bros. <f Co. v. Moryenthau, 66 App 1). C. 178. 


That was a suit against the Secretary of the Treas¬ 
ury, the Treasurer and the Comptroller General in 
their official capacities to compel return of proc¬ 
ess taxes which had been collected on coconut oil 
imported from the Philippines. It was alleged 
that the taxes were unconstitutional and that the 
fund comprised a trust fund which, was held by the 
Treasure]* of the United States for the appellant 
and others similarly situated whose unlawful tax 
payments created it. and who should be permitted 
to recover it in proportion to their several contri¬ 
butions. In discussing this question and holding 
that the suit was in essence against the United 
States, the Chief Justice* among other things said 
it was axiomatic (p. 182): 


\ 


Third, that the Secretary of the Treas¬ 
ury and the Treasurer are officers of the 
United States holding offices established bv 
law; that their duties are to receive and pre¬ 
serve the public money and not to disburse 
it except conformably to law; that as officers 
of the United States tliev have no right or 
estate in the public money or any other 
money in the treasury, whether earmarked 
as a special fund or as part of the general 
fund of the United States; that they are in 
effect mandataries of a limited and defined 
commission. 

In discussing the allegation of the bill of com¬ 
plaint in the case that the fund belonged to the 
plaintiffs and those similarly situated, this Court 
said that this was of no consequence because— 

It is not in the hands of the officers but 
in the treasury, and though earmarked as a 
special or trust fund, has been mingled with 
the moneys of the United States (p. 182). 

The proceeds of the collateral here sold is in the 
treasury, even if earmarked as a special fund for 
Postal Savings System. The bonds are held for 
security for funds deposited in a United States 
depositary. The officers have no right or estate in 
the bonds. Both are in the United States, and the 
United States cannot be coerced through their 
officers to restore these bonds or pay out this 
money. 

It would seem to follow, too, that if the State bank 
was constituted a Postal Savings depositary of the 
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United States, the United States is a necessary 
partv to anv suit involving these Postal Savings. 

In addition to this, employees under the Postal 
Savings System are paid out of the general rev¬ 
enues of the Post Office Department and the Divi¬ 
sion of Postal Savings in the Post Office Depart¬ 
ment is just as much an instrumentality of the 
United States as the rest of the Post Office Depart¬ 
ment. The Postal Savings Svstcm of the United 
States is just as much a part of the sovereign 
activity of the United States as anv other function 
of the Post Office Department, and any loss in the 
Postal Savings Service falls as directly upon the 
United States as any other loss of the Post Office 
Department. 

There is nothing in the Act providing for Postal 
Savings depositaries which authorizes any suit 
against the Trustees of the Postal Savings System. 
In this connection the case of Bell-Do wlen Mills v. 
Draper, 83 S. W. (2) 247, 248, is in point. There, 
bill was filed by judgment creditor to reach a de¬ 
posit of the defendant in the United States Postal 
Savings System amounting to $1,495.00 in the 
Spring-field, Tennessee, Post Office. The trial court 
awarded a decree for the amount of the judgments 
but declared he was without jurisdiction to go 
further, and dismissed the bill as to the other relief 
sought. In holding that the deposits were not sub¬ 
ject fo the satisfaction of the decree, the Supreme 
Court of Tennessee said: 

It is conceded that the Postal Savings De¬ 
positary System is an agency of the United 
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States Government and it is conceded that 
compulsory process cannot issue from a Ten¬ 
nessee Court to subject defendant’s deposit 
to the satisfaction of the decree herein. The 
Acts of Congress creating this Federal in¬ 
strumentality contain nothing authorizing 
suits against it. U. S. C. A., Title 39, Secs. 
751-769 (39 U. S. C. A. 751-769). 

And again (p. 249) : 

If Postal Savings Depositary System were 
not a governmental agency, the courts of 
Tennessee would subject this deposit made 
by the defendant in the Springfield office to 
the complainant’s decree. The complainant 
would have a lien on such deposit from the 
date of filing its bill. 

No decree for the return of the pledged securi¬ 
ties, nor for the payment of the proceeds of those 
securities which have been covered into the Treas¬ 
ury of the United States, can be entered in its 
absence. 

No citation of authorities is needed on the propo¬ 
sition that right of an absent party may not be 
adjudicated in its absence. 

The relation of indispensable parties to 
the suit must be such that no decree can be 
entered in the case which will do justice to 
the parties before the court without injuri¬ 
ously affecting the rights of absent parties. 

United Shoe Macli. Co. v. U. S., 258 U. S. 451, 
456. 

See also Shields v. Barrow, 17 How. 130, 139; 
Minnesota v. Northern Securities Co., 184 U. S. 199, 
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235; New Mexico v. Lane, 243 U. S. 52; and Com¬ 
monwealth Trust Co. v. Smith, 266 U. S. 152. 

We therefore say that the United States is an 
indispensable party. 

And, for the same reasons, we say that the suit 
is in essence one against the United States, which 
has not consented to be sued in such a proceeding 
as this. 

That the United States is not named on 
the record as a party is true. But the ques¬ 
tion whether it is in legal effect a party to 
the controversy is not always determined by 
the fact that it is not named as a party on 
the record, but by the effect of the judgment 
or decree which can here be rendered. 
Minnesota v. Hitchcock, 185 U. S. 373, 387, 
46 L. ed. 954, 962, 22 Sup. Ct. Rep. 650; 
Kansas v. United States, 204 U. S. 331, 333, 
51 L. ed. 510, 27 Sup. Ct. Rep. 388. 

Louisiana v. McAdoo, 234 U. S. 627, 629. 

CONCLUSION 

It is respectfully submitted that the Court be¬ 
low erred in entering a decree against these de¬ 
fendants and that that decree should be reversed. 

David A. Pine, 

United States Attorney. 
H. L. Underwood, 
Assistant United States Attorney. 

Leslie C. Garnett, 

Special Assistant to the Attorney General, 

Of Counsel. 




APPENDIX 


Act of June 25, 1910, c. 386, 36 Stat. 816, as 
amended, Sec. 1 (39 U. S. Code 751): 

There shall be a board of trustees for the 
control, supervision, and administration of 
the postal savings depository offices desig¬ 
nated and established under the provisions 
of this chapter, and of the funds received 
as deposits at such postal savings depository 
offices by virtue thereof. Said board shall 
consist of the Postmaster General, the Sec¬ 
retary of the Treasury, and the Attorney 
General, severally, acting ex officio, and, ex¬ 
cept as otherwise provided by section 768 of 
this title, shall have power to make all neces¬ 
sary and proper regulations for the receipt, 
transmittal, custody, deposit, investment, 
and repayment of the funds deposited at 
postal savings depository offices. 

The board of trustees shall submit a report 
to Congress at the beginning of each regu¬ 
lar session showing by States and Territories 
(for the preceding fiscal year) the number 
and names of post offices receiving deposits, 
the aggregate amount of deposits made 
therein, the aggregate amount of withdraw¬ 
als therefrom, the number of depositors in 
each, the total amount standing to the credit 
of all depositors at the conclusion of the 
year, the amount of such deposits at interest, 
the amount of interest received thereon, the 
amount of interest paid thereon, the amount 
of deposits surrendered by depositors for 
bonds issued by authority of this chapter, 
and the number and amount of unclaimed 

( 40 ) 
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deposits. Also the amount invested in Gov¬ 
ernment securities by the trustees, the 
amount of extra expense of the Post Office 
Department and the Postal Service incident 
to the operation of the postal savings depos¬ 
itor}' system, and all other facts which it 
may deem pertinent and proper to present. 

Sec. 9 (39 U. S. Code 759) : 

Postal savings funds received under the 
provisions of this chapter shall be deposited 
in solvent banks, whether organized under 
national or State laws, and whether member 
banks or not of the Federal reserve svstem, 
being subject to national or State super¬ 
vision and examination, and the sums de¬ 
posited shall bear interest at the rate of not 
less than 2(4 per centum per annum, which 
rate shall be uniform throughout the United 
States and Territories thereof; but 5 per 
centum of such funds shall be withdrawn by 
the board of trustees and kept with the 
Treasurer of the United States, who shall be 
treasurer of the board of trustees, in lawful 
money as a reserve. The board of trustees 
shall take from such banks such security in 
public bonds or other securities, authorized 
by Act of Congress or supported by the tax¬ 
ing power, as the board may prescribe, ap¬ 
prove, and deem sufficient and necessary to 
insure the safety and prompt payment of 
such deposits on demand. The funds re- 
i ceived at the postal savings depository 
offices in each city, town, village, and other 
locality shall be deposited in banks located 
f therein (substantially in proportion to the 
I capital and surplus of each such bank) will- 
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ing to receive such deposits under the terms 
of this chapter and the regulations made by 
authority thereof. * * * If at any time 
the postal savings deposits in any State or 
Territory shall exceed the amount which the 
qualified banks therein are willing to receive 
under the terms of this chapter, and such 
excess amount is not required to make up the 
reserve fund of 5 per centum hereinbefore 
provided for, the board of trustees may in¬ 
vest all or any part of such excess amount in 
bonds or other securities of the United 
States. When, in the judgment of the 
President, the general welfare and interests 
of the United States so require, the board of 
trustees may invest all or any part of the 
postal savings funds, except the reserve 
fund of 5 per centum herein provided for, in 
bonds or other securities of the United 
States. The board of trustees may in its 
discretion purchase from the holders thereof 
bonds which have been or may be issued 
under the provisions of section 760 of this 
title. Interest and profit accruing from the 
deposits or investment of postal savings 
funds shall be applied to the payment of 
interest due to postal savings depositors, as 
hereinbefore provided, and the excess 
thereof, if any, shall be covered into the 
Treasury of the United States as a part of 
the postal revenue. Postal savings funds in 
the treasury of said board shall be subject to 
disposition as provided in this chapter, and 
not otherwise. The board of trustees may at 
any time dispose of bonds held as postal 
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savings investments and use the proceeds to 
meet withdrawals of deposits by depositors. 

Sec. 15 (39 U. S. Code 765): 

All the safeguards provided by law for the 
protection of public moneys, and all statutes 
relating to the embezzlement, conversion, im¬ 
proper handling, retention, use, or disposal 
of postal and money-order funds and the 
punishments provided for such offenses are 
hereby extended and made applicable to 
postal savings depository funds, and all stat¬ 
utes relating to false returns of postal and 
money-order business, the forgery, counter¬ 
feiting, alteration, improper use or handling 
of postal and money-order blanks, forms, 
vouchers, accounts, and records, and the dies, 
plates, and engravings therefor, with the 
penalties provided in such statutes are 
hereby extended and made applicable to 
postal savings depository business, and the 
forgery, counterfeiting, alteration, improper 
use or handling of postal savings depository 
blanks, forms, vouchers, accounts, and rec¬ 
ords, and the dies, plates, and engravings 
therefor.” 

Sec. 16 (39 U. S. Code 766): 

The faith of the United States is solemnly 
pledged to the payment of the deposits made 
in postal savings depository offices, with 
accrued interest thereon as herein provided. 

31 U. S. C. A., Section 191: 

Priority established .—Whenever any person in¬ 
debted to the United States is insolvent, or when¬ 
ever the estate of any deceased debtor, in the hands 
of the executors or administrators, is insufficient 
to pay all the debts due from the deceased, the 
debts due to the United States shall be first satis- 



fied; and the priority established shall extend as 
well to cases in which a debtor, not having sufficient 
property to pay all his debts, makes a voluntary 
assignment thereof, or in which the estate and ef¬ 
fects of an absconding, concealed, or absent debtor 
are attached by process of law, as to cases in which 
an act of bankruptcy is committed (R. S., Sec. 
3466). 

18 U. S. C. A., Section 182. 

Banker receiving unauthorized deposit of 
public money. Every banker, broker, or 
other person not an authorized depositary 
of public moneys, who shall knowingly re¬ 
ceive from any disbursing officer or collector 
of internal revenue, or other agent of the 
United States, any public money on deposit, 
or by way of loan or accommodation, with 
or without interest, or otherwise than in pay¬ 
ment of a debt against the United States, or 
shall use, transfer, convert, appropriate, or 
apply any portion of the public money for 
any purpose not described by law; and every 
president, cashier, teller, director, or other 
officer of any bank or banking association 
who shall violate any provision of this sec¬ 
tion is guilty of embezzlement of the public 
money so "deposited, loaned, transferred, 
used, converted, appropriated, or applied, 
and shall be fined not more than the amount 
embezzled, or imprisoned not more than ten 
years, or both (R. S., sec. 5497; Mar. 4, 
1909, c. 321, sec. 96, 35 Stat. 1106). 

12 U. S. C. A., Sec. 332: 

Depositaries of public money; financial 
agents; security required. 

All banks or trust companies incorporated 
by special law or organized under the general 
laws of any State, which are members of the 
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Federal reserve system, when designated for 
that purpose by the Secretary of the Treas¬ 
ury, shall be depositaries of public money, 
under such regulations as may be prescribed 
by the Secretary; and they may also be em¬ 
ployed as financial agents of the Govern¬ 
ment ; and they shall perform all such rea¬ 
sonable duties, as depositaries of public 
monev and financial agents of the Govern- 
ment, as may be required of them. The Sec¬ 
retary of the Treasury shall require of the 
banks and trust companies thus designated 
satisfactory security, by the deposit of 
United States bonds or otherwise, for the 
safe keeping and prompt payment of the 
public money deposited with them and for 
the faithful performance of their duties as 
financial agents of the Government (Dec. 23, 
1913, c. 6, Sec. 9, 38 Slat. 259; May 7, 1928, 
c. 507, 45 Stat. 492). -7/"^ 

39 U. S. C. A., Chapter 20, Sec. : r93T 

Deposit of funds in banks; interest; re¬ 
serve; security; deposits with treasurer of 
board of trustees. Postal savings funds re¬ 
ceived under the provisions of this chapter 
shall be deposited in solvent banks, whether 
organized under national or State laws, and 
whether member banks or not of the Federal 
reserve system, being subject to national or 
State supervision and examination, and the 
sums deposited shall bear interest at the rate 
of not less than 214 per centum per annum, 
which rate shall be uniform throughout the 
United States and Territories thereof; but 
5 per centum of such funds shall be with¬ 
drawn by the board of trustees and kept with 
the Treasurer of the United States, who shall 
be treasurer of the board of trustees, in law¬ 
ful money as a reserve. The board of trus¬ 
tees shall take from such banks such security 
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in public bonds or other securities, author¬ 
ized by Act of Congress or supported by the 
taxing power, as the board may prescribe, 
approve, and deem sufficient and necessary to 
insure the safety and prompt payment of 
such deposits on demand. 
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IN THE UNITED STATES COURT OF APPEALS 
FOR THE DISTRICT OF COLUMBIA 

January Term, 1939 


No. 7211 


JAMES A. FARLEY, HENRY MORGENTHAU, JR., and 
HOMER S. CUMMINGS as Trustees of the Postal 
Savings System ; WILLIAM A. JULIAN as Treasurer 
of the United States of America and WILLIAM A. 
JULI A N as Treasurer of the Board of Trustees of the 
Postal Savings System, 

Appellants , 


CHARLES H. ALBERS as Receiver of Woodlawn Trust 


and Savings Bank, a corporation, 


Appellee. 


APPEAL FROM THE DISTRICT COURT OF THE UNITED STATES 
FOR THE DISTRICT OF COLUMBIA. 


Brief for Appellee. 


The statement of the case, as set forth in Appellants’ 
Brief, is, in general, fair and accurate, but Appellee de¬ 
sires to supplement that statement with additional mat¬ 
ters which Appellee believes the court should consider in 
determining the legal questions presented by Appellants, 
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and this statement of additional matters will also serve 
to correct any inaccuracies in Appellants’ statement of 
the case resulting from the brevity of that statement. 

ADDITIONAL STATEMENT OF THE CASE. 

This suit was brought against James A. Farley, Henry 
Morgenthau, Jr., and Homer S. Cummings, as Trustees 
of the Postal Savings System, William A. Julian, as 
Treasurer of the United States of America, and William 
A. Julian, as Treasurer of the Board of Trustees of the 
Postal Savings System (R. 1-2). The decree ordered 
William A. Julian, as Treasurer of the United States, to 
turn over and deliver to Appellee certain bonds which 
had been pledged with him or his predecessors in office 
to secure the deposit of Postal Savings funds to the credit 
of the Trustees of the Postal Savings System in the bank 
formerly operated by the Woodlawn Trust and Savings 
Bank (R. 31-33), and ordered and directed James A. Far¬ 
ley, Henry Morgenthau, Jr., and Homer S. Cummings, as 
Trustees of the Postal Savings System, to pay, or cause 
to be paid to Appellee, out of Postal Savings funds in 
their possession or under their control, $106,657.96 on 
account of moneys received by the Trustees of the Postal 
Savings System or credited to their account by the Treas¬ 
urer of the United States since June 22, 1932, and any 
additional moneys which have since April 6, 1938, been 
received or which should after the entry of the decree 
be received by or credited to the account of said Trustees, 
for or on account of the principal of and interest on bonds 
pledged by the Woodlawn Trust and Savings Bank with 
the Treasurer of the United States to secure the deposit 
of Postal Savings funds in the bank formerly operated 
by the Woodlawn Trust and Savings Bank, provided that, 
simultaneously with such payment, Appellee shall pay to 
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the Trustees of the Postal Savings System the amount! 
of such dividends as have accrued or may accrue to and 
be payable to said Trustees as general creditors of the 
Woodlawn Trust and Savings Bank (R. 33-34). j 

The Woodlawn Trust and Savings Bank was organized 
April 27, 1905, under the banking laws of the State of 
Illinois (R. 22), and operated as a state bank in the City 
of Chicago until June 22, 1932, when it was closed by the 
Auditor of Public Accounts of the State of Illinois, who 
thereupon took control of said bank and thereafter, on 
July 1, 1932, appointed II. C. Vernon to act as Receiver 
thereof (R. 22). On January 13, 1934, Vernon resigned! 
as Receiver, and the Auditor of Public Accounts appointed 
William L. 0 ’Connell, the original plaintiff herein, as the 
successor Receiver of said bank (R. 22). O’Connell died [ 
on July 24, 1936, and thereupon the Auditor of Public 
Accounts appointed Charles H. Albers, the Appellee here¬ 
in, successor Receiver of said bank (R. 21). 

(The Trustees of the Postal Savings System will here-! 
inafter sometimes be referred to merely as the Trustees, 
and the Treasurer of the United States will hereinafter 
sometimes be referred to merely as the Treasurer.) 

From time to time, subsequent to December 12, 1911, j 
until the closing of the Woodlawn bank on June 22, 1932, 
Postal Savings funds were deposited in said bank to the 
credit of the Trustees, to secure the repayment of which | 
funds the Woodlawn bank turned over and delivered to 
the Treasurer various bonds which were part of the assets I 
of the Woodlawn bank, among which were the bonds in ! 
question in this case (R. 22). 

Pursuant to the powers conferred upon the Trustees 
by the Act of Congress creating the Postal Savings Sys¬ 
tem, the Trustees promulgated and issued regulations for ! 
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the guidance of qualified banks and others concerned 
(Add. R. 12). By those regulations, the Third Assistant 
Postmaster General is constituted the agent of the Trus¬ 
tees, and in fact acts as such agent, for all purposes con¬ 
nected with the qualifications of depository banks, the 
fixing of the amounts of securities to be deposited and 
withdrawn by such banks and the conditions of such de¬ 
posits and withdrawals, the deposit of Postal Savings 
funds to the credit of the Trustees and the withdrawal 
and transfer of such funds, the authorization of the sale 
of securities of banks which fail or decline to repay de¬ 
posits on demand, the purchase of postal savings bonds 
for depositors, and the repurchase of such bonds for the 
purpose of maintaining their parity (R. 25-26). 

The regulations also contain the following provisions 
(Add. R. 17-18): 

“Bonds or securities conforming to the require¬ 
ments of section 8 and in the amount specified in 
the notification of the Third Assistant Postmaster 
General shall be forwarded by the bank directly to 
the Treasurer of the United States, Washington, D. C. 

“Either registered or coupon bonds will be ac¬ 
cepted, but all registered bonds shall be registered 
in the name of ‘The Treasurer of the United States, 

in trust for the . Bank, of ., 

as security for postal savings funds.’ 

“On receipt of notice from the Treasurer of the 

United States that the securities required of any bank 

have been received and accepted, the Third Assistant 

Postmaster General will notifv such bank that it has 

* 

qualified to receive deposits of postal savings funds. 
He will state the amount fixed as the maximum bal¬ 
ance which may be held by such bank, and will in¬ 
struct the proper postmaster to make deposits 
therein. 

“All postal savings funds are required to be de¬ 
posited to the credit of the Board of Trustees.” 
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The duties delegated to the Third Assistant Postmaster | 
General, as such agent, by said regulations are performed J 
in the Bureau of the Third Assistant Postmaster General ! 
(R. 26). ! 

The funds of the Postal Savings System are received j 
by postmasters from depositors, and the postmasters are j 
required by law either to deposit such funds in banks j 
which have qualified by depositing collateral with the ! 
Treasurer or to remit such funds to the central deposi- J 
tory post office in the state. When such funds are de- j 
posited in a bank, that bank pays interest at the rate of 
2 y 2 per cent to the Trustees on such deposits, and the 
Trustees pay postal savings depositors interest at the 
rate of 2% on their deposits with the postmasters. The 
y 2 % difference between the rate of interest received by j 
the Trustees from the banks and the rate of interest ! 
allowed postal savings depositors, is called “surplus J 
funds” and becomes a part of the revenues of the Post ! 
Office Department, which are used to pay the expenses ! 
of the Post Office Department. However, Postal Savings j 
receipts are not available to meet the expenses of the local j 
post office, as are other postal funds, until they reach | 
the Treasury Department, and then only the surplus j 
funds are available for such purpose (R. 26, Add. R. j 
54-55). 

The receipts given by the Treasurer for the securities j 
deposited by the Woodlawn bank to secure the deposit of | 
Postal Savings funds, stated, among other things, that j 
the security or securities specified therein were received | 
by the Treasurer of the United States in trust for the j 
Woodlawn bank, and are held as security, etc. (R. 26, Add. I 
R. 18). 

In the biennial reports made by the Auditor of Public j 
Accounts of the State of Illinois to the Governor and ! 

i 


I 
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General Assembly of the State subsequent to the report 
of 1911 and until after the closing of the Woodlawn bank 
in 1932, no specific reference to Postal Savings deposits 
appears, such deposits being included in an item desig¬ 
nated “Other time deposits” (R. 28). 

On September 30, 1937, there were approximately 500 
solvent state banks operating in Illinois, of which only 
24 had securities pledged to secure deposits of Postal 
Savings funds (R. 28). 

Neither the Appellee nor O’Connell, his immediate pred¬ 
ecessor, who was the original plaintiff herein, was a party 
to any of the correspondence with the Director of the 
Postal Savings System referred to on page 6 of Appel¬ 
lants’ brief and more fully shown on page 27 of the tran¬ 
script of record. 

The court made findings of fact (R. 21-29), and none 
of those facts has been controverted by any of the par¬ 
ties. We therefore refer the Court to those findings of 
fact for a more complete statement of the facts than is 
contained in Appellants’ brief, as supplemented by this 
statement, instead of burdening this brief with a repeti¬ 
tion thereof. 

Propositions. 

The propositions relied upon by Appellants for re¬ 
versal are, in some instances, presented in inverse order 
and are so intermingled with each other that a proper 
consideration thereof requires us to answer them in a 
different order and sequence. It will also be found that 
the authorities cited in this brief, as well as in Appellants’ 
brief, in support of one proposition are also in some 
instances applicable to other propositions and must be 
so considered in order to avoid repetition so far as pos¬ 
sible. 
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In answer to the propositions relied upon by Appellants J 
for reversal, we submit the following propositions: J 

1. The pledging of assets by the Woodlawn Trust and j 
Savings Bank to secure deposits of Postal Savings funds j 
in that bank was ultra vires , contrary to the public policy \ 
of the State of Illinois, and void. 

2. Postal Savings funds do not belong to the United j 
States, and the deposit of such funds in a bank does not j 
create a debt to the United States. 

3. Neither the Act creating the Federal Reserve System j 
nor the Act creating the Postal Savings System conferred j 
power on the Woodlawn Trust and Savings Bank to pledge | 
assets to secure deposits of Postal Savings funds. 

4. Under the pleadings and evidence in this case, appel- j 
lants are not entitled to withhold the pledged assets on ! 
the claim that the deposits of Postal Savings funds in I 
the Woodlawn Bank constituted the bank a trustee ex 
maleficio. 

5. The United States is not an indispensable party to ! 
this suit. 

i 

I 

j 

I 
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ARGUMENT. 


I. 

The pledging of assets by the Woodlawn Trust and Sav¬ 
ings Bank to secure deposits of Postal Savings funds in 
that bank was ultra vires, contrary to the public policy 
of the State of Illinois, and void. 

On page 13 of their brief, Appellants concede that in 
Marion v. Sneeden, 291 IT. S. 262, the court held that the 
State of Illinois had not conferred upon its banks the 
power to pledge assets to secure deposits of political 
subdivisions of the State, and that there is no State stat¬ 
ute expressly conferring the power to pledge assets to 
secure deposits of Federal funds. However, on pages 
26-28 of their brief, Appellants contend that there has 
been for 21 years a well known practice in Illinois of 
pledging assets to secure deposits of Postal Savings funds 
in state banks, and say that such practice evidences that 
the power is a necessary incident to the banking business 
and discloses a public policy approved by the State of 
Illinois. 

In the Sneeden case, supra, the United States Supreme 
Court adopted the conclusion reached by the Circuit Court 
of Appeals, Seventh Circuit, in Sneedcu v. City of Marion, 
111., 64 F. (2d) 721, that the State of Illinois had not con¬ 
ferred upon its banks the power to pledge assets to secure 
deposits of political subdivisions of the State, but said 
(p. 271) that an authoritative determination of the ques¬ 
tion could be given only by the highest court of the State. 

Thereafter the Supreme Court of Illinois (being the 
highest court of the State), in People v. Wierscma State 
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Bank, 361 Ill. 75, 197 N. E. 537, held, in substance, that, 
except as to certain deposits hereinafter mentioned, banks 
incorporated under the laws of the State of Illinois since 
1887 have not had any power to pledge assets to secure 
deposits, and that such pledging was ultra vires, against 
the public policy of the State of Illinois, and void. 

In the Wiersema case, the bank had pledged assets to 
secure the deposit of a park district. The court held that 
the pledged assets must be returned to the receiver of the 
bank for administration by the receiver. The court held 
that under the general Banking Act enacted in 1887, as 
subsequently revised and amended, a state hank author¬ 
ized to do a general hanking business was not thereby 
authorized to pledge assets to secure deposits. The court 
referred to an act passed in 1919 which authorized state 
banks to pledge assets to secure deposits of moneys in the 
State treasury, and to an amendment of the Banking Act 
adopted in 1929 which authorized state banks to pledge 
assets to secure deposits hv receivers of state banks, which 
constituted the only exceptions to the general rule prior 
to the closing of the Wood lawn bank. Later, two other 
exceptions were authorized by the legislature, viz., deposits 
by State officers and other arms and agencies of the State 
government receiving moneys for and on behalf of the 
State, and deposits by the Chicago Park District. The 
court said (197 N. E. 543): 

“There is nothing in the language granting the 
power to do a general banking business indicating that 
the Legislature meant to include any powers other 
than those usually understood as embraced within the 
term. We therefore cannot say that the public policy 
of this state, as declared bv the Constitution and legis- 
lative enactments, approves a general pledge of assets 
by a bank to secure deposits. In this conclusion we 
are sustained by City of Marion v. Sneeden, 291 U. S. 
262, * * V’ 
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The court further said (197 X. E. 545): 

“To permit such pledges would be inconsistent with 
many provisions of the Banking Act which are de¬ 
signed to insure, in case of disaster, uniformity in the 
treatment of depositors and a ratable distribution of 
the assets. In consonance with the holdings of a 
majority of the courts of last resort in this country, 
we are of the opinion that the general practice of 
pledging assets by banks to secure deposits is not only 
unnecessary, but is dangerous to the general welfare 
and is against public policy.” 

The court also held that the receiver was not required 
to pay the amount of the deposit in order to recover the 
pledged assets (197 X. E. 545). 

The decision in the Wiersema case was followed bv the 

%• 

Supreme Court of Illinois in People v. Cairo-Alexander 
Bank, 363 Ill. 589, 2 X. E. (2d) 8S9, the court saying, with 
reference to the Wiersema case (2 X. E. (2d) 890): 

“In that case we held that neither the General Bank¬ 
ing Act nor any subsequent legislation shows any in¬ 
tention to confer power on banks generally to pledge 
assets to secure deposits; that banks have only such 
powers as are expressly granted and necessarily im¬ 
plied from specific grants; and that every power not 
clearly granted must be regarded as withheld and 
prohibited. In that case we held the contract of pledge 
to be ultra vires, entirely contrary to the public policy 
of our state as embodied in its Constitution and 

statutes and totallv unenforceable.” 

* 

Thereafter, the Circuit Court of Appeals, Seventh Cir¬ 
cuit, in Gransow v. Village of Lyons, 89 F. (2d) 83, with 
reference to the pledging of assets by a national bank, 
located in Illinois, to secure a deposit of municipal funds, 
said (p. 85): 

“Under the authorities cited, the pledge was ultra 
vires. This proposition the receiver has a right to 
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assert. Nor is the receiver required to make restitu¬ 
tion by paying the claim in full. The pledge fails be¬ 
cause illegal and void and the creditor becomes entitled 
only to a dividend as a general creditor. Texas £ 
Pacific R. Co. v. Pottorff, 291 U. S. 245, * * 

In Fidelity do Casualty Co. of New York v. Allen, 84 F. 
(2d) 53, the Circuit Court of Appeals, Seventh Circuit, held 
that the receiver of a national bank could recover assets 
which had been pledged by the bank, while doing business in 
Illinois, to secure the deposit of public funds in the hands 
of a county collector. The court referred to People v. 
Wiersema State Bank, supra, 3(51 Ill. 75, as “holding 
directly that state banks in Illinois have no power to pledge 
assets to secure deposits of funds of political munici¬ 
palities.’’ 

In O’Connor v. Rhodes, 65 App. D. C. 21, 79 F. (2d) 
146, this court held that a national bank, doing business 
in the District of Columbia, had no power to pledge assets 
to secure deposits of the Alien Property Custodian or 
deposits of the United States Shipping Board M. M. Fleet 
Corporation, and that such pledging was invalid. In effect, 
the decision of this court was approved by the Supreme 
Court of the United States in U. S. Fleet Corporation v. 
Rhodes, 297 U. S. 383. 

On October 31, 1938, in Inland Waterways Corporation, 
et al. v. Hardee, Receiver of Commercial National Bank of 
Washington, D. C. (not yet reported), this court held that 
a national bank has no authority to pledge its assets to 
secure deposits otherwise than as Congress has expressly 
provided, and that the pledging of assets by a national bank, 
doing business in the District of Columbia, to secure deposits 
of funds of Inland Waterways Corporation, United States 
Shipping Board Merchant Fleet Corporation and Panama 
Canal Zone was beyond the power of the bank and was 
unlawful and invalid. 
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Thereafter on December 6, 1938, the Circuit Court of 
Appeals, Seventh Circuit, in Henry La Parr, et al. v. City of 
Rockford, Illinois (not yet reported), held that national 
banks, located in Illinois, had no power to pledge assets to 
secure deposits of municipal funds. The court said: 

“It is apparent that the pledge of assets of the 
bank to secure the deposit of the City was an ultra vires 
act, beyond the legal power of the bank. This follows, 
in vie\v of the fact that this national bank was located 
in the State of Illinois, from the decision of the Supreme 
Court in City of Marion, et al. v. Sneedeu, 291 U. S. 
262, affirining the decision of this court in 64 F. (2) 
721, holding that banks created under the laws of 
Illinois do not possess the power of pledging assets to 
secure the deposit of public money of political sub¬ 
divisions of the state and that consequently, in view of 
U. S. C. A., Title 12, Section 90, providing that a 
national bank may give security for deposits only if 
the laws of the state wherein it is located authorize 
banking institutions of the state to do so, a national 
bank in Illinois has no such power. Following this 
decision, the Supreme Court of Illinois reached the 
same conclusion in People v. Wierserna State Rank, 
361 Ill. 75.” 

The court then referred to Granzow v. Villa ye of Lynns, 
supra, 89 F. (2d) 83, O’Connor v. Rhodes, supra, 79 F. (2d) 
146, Inland Waterways Corporation, < t al, v. Harder, supra, 
and other cases, and said: 

“It follow’s, therefore, that the pledge of the assets 
was illegal; that the action of the receiver and the 
comptroller in carrying out the pledge agreement, 
though in good faith, under an erroneous interpreta¬ 
tion of the law, was likewise beyond their legal powers, 
* * * It is of no moment that the bank and tlie city, 
in the original transaction, and the comptroller and 
the receiver on the one hand and the city on tin* other, 
in their transactions, acted in the utmost of good faith. 
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All of the parties assumed that the pledge was valid. 
Their assumption was incorrect, hut that it was er¬ 
roneous was not authoritatively established by the 
Supreme Court until after the payment of the deposit 
to the city. Immaterial, however, is the motive that 
inspired the parties, for, under the law, the pledge was 
invalid, and no act of the bank, the receiver or the 
comptroller could validate it.” 

The court further said: 

“It is insisted, however, that the acts of the receiver 
and the comptroller in some way endowed the transac¬ 
tion with validity. That this contention cannot be sus¬ 
tained is apparent from Marion v. Snrodcn. 291 U. S. 
262, wherein the court announced that a receiver is 
not estopped to deny the validity of the pledge; that no 
rights arise on an ultra rirrs contract, even though it 
has been performed, and that this conclusion cannot 
be circumvented by erecting an estoppel which would 
prevent challenging the legality of a power exercised. 
The court held that, even though the bank might have 
been estopped from asserting lack of power, its receiver 
is free to challenge the validity of the pledge; that an 
unauthorized pledge reduces the assets available to the 
general creditors and it is the duty of the receiver to 
take steps to set aside transactions which wrongfully 
reduce assets available for creditors, where the cor¬ 
poration does not do so. In!and ll’afonra i/s Corp. of 
al. v. Harder. sujira." 

( itjj of Marion v. Snood on. supra. 291 l . S. 262, involved 
the pledging of assets by a bank to secure deposits of public 
funds. Texas <(’• Pacific Paihcai/ Co. v. Pott or ff. 291 T\ S. 
245, involved the pledging of assets by a bank to secure 
private funds. It has therefore been firmly established 
that a national bank is without power to pledge its assets 
to secure deposits of either public or private funds unless 
authorized by Congress so to do; and it is equally well 
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established that a bank organized under the laws of the 
State of Illinois is without power to pledge assets to secure 
deposits of either public* or private funds unless author¬ 
ized by the legislature of the State of Illinois so to do. 
As hereinabove stated. Appellants concede that there is 
no statute in Illinois expressly conferring the power to 
pledge assets to secure deposits of Federal funds, and 
likewise there is no statute in Illinois expressly conferring 
tin* power on state banks to pledge assets to secure de¬ 
posits of Postal Savin,Us funds, whether those funds be 
considered Federal funds or private funds. The pled.yiny 
of assets by the W'oodlawn bank to secure deposits of 
Postal Savings funds was therefore unlawful and void 
under the statutes of Illinois and the decisions of the 
courts. 

However, as hereinabove stated. Appellants contend that 
there has been a well known practice in Illinois of pledyiny 
assets to secure deposits of Postal Savinys funds in state 
banks, and that such practice* evidences that tlx* power is 
a necessary incident to the bankiny business and discloses 
a public policy approved by the State of Illinois. 

There is no evidence in the record in this ease showiny 
that prior to the closiny of tin* W’oodlawn bank there was 
any such well known practice. The evidence only shows 
that from reports of examination of the W'oodlawn bank 
mad** by the bank examiners of the Auditor of Public 
Accounts of the State of Illinois, the Auditor was on notice 
and had knowledge that tlx* W'oodlawn bank was receiviny 
and had on deposit in its bank Postal Savinys funds dur- 
iny tlx* period from 11*12 to 11*22, and that the W’oodlawn 
bank had assets pledyed to secure the repayment of such 
funds duriny tlie period from 11*11 * to 11)22 (H. 2S) ; that 
in a report made by tlx* Auditor to the (lovernor and Gen¬ 
eral Assembly of the State of Illinois in 11*11, it appeared 
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that on December f> of that year Postal Savings funds in 
the total amount of $7, IS!). 10 were on deposit in Illinois 
state banks, of which the sum of $5,134 was on deposit in 
Chicayo banks ( H. 2S ), but the evidence does not show that 
said report disclosed the fact that the banks had pledged 
assets to secure those deposits; that in statements printed 
by the Woodlawn bank on cards called statement of the 
bank's condition, in the years 1010, 1021, 1023 and 1024, 
attention was called to the fact that the bank was a deposi¬ 
tory for Postal Savings funds ( R. 2D), but no mention 
was made of the fact that the bank had pledged assets to 
secure those deposits; and that on September 30, 1D37, 
almost two years after this suit was commenced, 24 of 
the 500 solvent state banks then operating' in Illinois had 
securities pledged to secure deposits of Postal Savinas 
funds (K. 2S). That evidence falls far short of proving 
any general custom or practice on the part of Illinois 
state banks of pledyiny assets to secure deposits of Postal 
Savinas funds, even if any such custom or practice would 
be a defense to this suit. The fact that the Auditor of 
Public Accounts knew that the Woodlawn bank and other 
state banks in Illinois wen* pledyiny. or had pledyed, assets 
to secure deposits of Postal Savinas funds could not render 
valid contracts of plodye which were ultra rirrs and ayainst 
the public policy of the State, any more than the fact that 
the Comptroller of the Currency knew that national banks 
were pledyiny assets to secure deposits of public funds 
would render such pledyiny valid. That such knowledge on 
the part of the comptroller is of no consequence is shown 
in City of Marion v. Sarrtjra. supra, 201 P. S. 232, where 
the court said (pp- 23S-23D) : 

“A national bank could not loyally plcdye assets to 
secure funds of a State, or of a political subdivision 
thereof, prior to the 1030 amendment; and since then 
it can do so leyallv onlv if it is located in a State in 



16 


which state banks are so authorized. In some States 
national banks had, prior to the 1930 amendment, fre¬ 
quently pledged assets to secure public deposits of the 
State or of a political subdivision thereof; comptrollers 
of the currency knew that this was being done; and 
they assumed that the banks had the power so to do. 
But the assumption was erroneous.” 

So, in this case, no approval of the Auditor of Public 
Accounts, and no action or inaction on his part, could vali¬ 
date the ultra rircs action of state banks in pledging assets 
to secure deposits of any kind, nor establish any public 
policy of the State contrary to the public policy as declared 
by the highest court in the State. 

If the power to pledge assets to secure deposits of a 
particular kind or nature has been conferred upon hanks 
organized under the laws of Illinois, such power must 
be included in the general power conferred upon state 
banks to do a general banking business or must have been 
specifically conferred by some special act of the State 
legislature. There is no State statute expressly confer¬ 
ring the power to pledge assets to secure deposits of 
Federal funds or to secure deposits of Postal Savings 
funds. Therefore, unless the power to pledge assets to 
secure Postal Savings funds is included in the power to 
do a general banking business, such power does not exist. 
When the Illinois legislature, in 1887, conferred upon state 
banks the power to do a general banking business, it nec¬ 
essarily conferred upon the state banks the right to do 

onlv such acts as were then customarilv exercised bv 
• • » 

corporations or persons engaged in the general banking 
business. There is no evidence in this record that prior 
to 1887 banks pledged assets to secure deposits, and the 
United States Supreme Court in Turns <f- Pacific /?//. v. 
Pottorff, supra, 291 U. S. 245, and in dtp of Marion v. 
Sueedeu, supra, 291 I . S. 202, and the* Illinois Supreme 
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Court in People v. Wierseina State Bank, supra, 361 Ill. 
75, held that the power to pledge assets to secure deposits 
is not necessary to the exercise of the power to do a 
general banking business. In the Wiersema case, the Illi¬ 
nois Supreme Court said that “there is nothing in the 
language granting the power to do a general banking busi¬ 
ness indicating that the Legislature meant to include any 
power other than those usually understood or embraced 
within the term.” What was usually understood or em¬ 
braced within the term “general banking business” must 
relate to the time when the banking act was adopted in 
1887—not what may have been understood or embraced 
within the term many years after the passage of the act. 
Otherwise, custom or general practice could confer on 
corporations powers which the legislature never intended 
to confer and could make acts valid which were invalid 
and against the public policy of the State when the law 
conferring powers on banks was enacted. Such is not the 
effect of custom, usage or general practice, as hereinafter 
shown. 


The contention of Appellants that the power to pledge 
assets to secure deposits of Postal Savings funds is a 
necessary incident to the banking business is wholly in¬ 
consistent with the decisions of the United States Supreme 
Court and decisions of the Supreme Court of Illinois. 
Such contention could as well be made with reference to 
the pledging of assets to secure deposits of political sub¬ 
divisions of the State, but the power of banks, in Illinois, 
either national or state, to pledge assets to secure such 
deposits has been denied in every case in which the ques¬ 
tion has arisen. The public policy of the State, as an¬ 
nounced in People v. Wiersema State Bank, supra, 361 
111. 75, as hereinabove stated, is that, with the exceptions 
specifically authorized by the statutes of Illinois (which 
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do not include Postal Savings funds), the pledging of 
assets by the state banks to secure deposits is unauthor¬ 
ized by law, is contrary to the public policy of the State, 
and is void. 

General practice or custom cannot validate an illegal 
contract. The only cases in which proof of a general 
practice or custom is admissible, are cases in which the 
parties to a contract can legally change obligations which 
would be imposed upon them by law in the absence of 
contract. 

In AVilliston on Contracts, Sec. 655, the author says (p. 
1890) : 

“Though usage may work such changes in the rule 
of law applicable to a situation as the parties them¬ 
selves might have brought about had they in terms 
so agreed, it is a general rule that ‘where the inci¬ 
dent (which it is sought to annex by proof of usage) 
is of such a nature that the parties are not them¬ 
selves competent to introduce it by express stipula¬ 
tion, no such incident can be annexed by the tacit 


stipulation arising from usage. 1 
an express agreement would be 


This means that if 
either in violation 


of public policy or forbidden effect by law, an equiva¬ 


lent usage will not help the matter. 11 


So, in this case, as the parties to the pledge agreement 4 

could not have legally contracted that the pledge should 
be valid, usage or custom cannot give it validity. Thus, 
in Fidelity & Deposit Co. of Maryland v. Duller. Derei rer. 

150 Ga. 225, 60 S. E. 851, where a guardian and a surety 
company agreed that no part of the wards 1 funds should 4 

be withdrawn from a bank except upon the joint check of 
the guardian and the surety, the court held that such 
arrangement had tin* effect to surrender in part tin* < us- 
tody and control of the wards 1 funds to another than 



the guardian appointed by law, and was contrary 
public policy. With reference to a universal custom 
consistent with the law. the court said (60 S. ft. 859): 


to 

I 


“The plaintiIf also endeavored to show that it whs 
the universal custom for surety companies which be¬ 
came sureties on the bond of a guardian to requite 
all funds to be deposited by the guardian to be with¬ 
drawn only on the joint check of himself and the 
surety. If the law is as we have construed it to bp, 
the custom of security companies cannot change ijt. 
Custom may sometimes be invoked as entering intjo 
a contract or supplying incidents, but not to change the 


In Wolfe v. Texas Co., 83 F. (2d) 425, (Cert. den. 2t|9 
C. S. 553) the Circuit Court of Appeals, Tenth Ciremit, 
said (p. 431) : 

“It is well settled that a trade usage which ijs 
contrary to a statute or which contravenes public 
policy is invalid and may not be invoked; but wherle 
a rule of law is of a character that the parties may 
make it inapplicable to their contract by expresjs 
agreement, they may likewise render it inapplicable 
by implied agreement or by usage. Many rules of 
law apply only in the absence of an agreement to thy 
contrary.*' 


Other cases holding that a custom is of no effect when 
contrary to a rule of law which the parties are not, by 
contract, permitted to alter, are Thom psou v. Kipps, 5 
Wall. 603, 080; Costikpau v. Sloan. 33 App. D. (420, 
420; Stafr Xalional Haul: of Fpnn v. Beacon Trust 
(Mass.) 100 X. ft. 837. 839; Fireman's Final Ins. ('t\. 
v. Williams (Miss.) 154 So. 545, 547; O'Connor v. Banker^ 
I rnst ('<>., 289 X. 5 . S. 252, 2<0; II eiss v. First Sar. Haul' 
nf Colusa (Cal.). 82 Par. (2<1) 45, 50; Yoiinp v. Meh'iftl 
rieli. 207 Ill. A]»p. 207. 270. 
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Finally, in Inland Waterways Corporation, et al. v. 
Hardee, Receiver of Commercial National Bank of Wash¬ 
ington, D. C., supra, this court, in considering the con¬ 
tention there made that authority for the pledge existed 
by custom and usage, said: 

“This brings us, then, to the question of whether 
the practice shown to have existed in this case created 
a custom or usage which legalized the pledge. The 
answer must be in the negative. While the pledge 
was made and taken in good faith, it violated the 
provisions of the National Bank Act designed to se¬ 
cure uniformity in the treatment of depositors. Texas 
& Pacific Ry. v. Pottorff, supra. Since the bank was 
without power to pledge its assets to secure deposits, 
the pledge was absolutely invalid, and the length of 
time of the pledge and the good faith of the trans¬ 
action cannot give it validity. City of Fort Worth 
v. McCamey, 93 F. (2d) 964; Leonard v. Gage, et al., 
94 F. (2d) 19. Nor can custom create a valid contract 
where the power to make it is nonexistent.” 

It necessarily follows that neither the knowledge of 
the Auditor of Public Accounts of the State of Illinois 
that the Woodlawn bank and some other state banks in 
Illinois, subsequent to the establishment of the Postal 
Savings System in 1910, pledged assets to secure deposits 
of Postal Savings funds, nor even his approval of such 
pledging under the belief that the same was valid, nor 
any practice by Illinois state banks of pledging assets 
to secure such deposits, nor any advertising by an Illi¬ 
nois state bank that it was a depository of Postal Savings 
funds, could render valid the pledging of assets to secure 
Postal Savings deposits, or constitute any defense to an 
action by the receiver of the bank to recover assets 
pledged by an Illinois state bank to secure deposits of 
Postal Savings funds. 





Postal Savings funds do not belong to the United States, 

and the deposit of such funds in a bank does not create 

a debt to the United States. 

Appellants’ third proposition, set forth on page 37 of 
their brief, is that the deposits of Postal Savings funds 
in the Woodlawn bank were deposits of Federal funds 
and created a debt to the United States. Under that prop- ! 
osition Appellants refer to Section R. S. 3466 (31 U. S. | 
C. A., Sec. 191) which provides that whenever any per¬ 
son indebted to the United States is insolvent, etc., the 
debts due to the United States shall be first satisfied, and 
argue that in this case it would be futile to require resti- j 
tution of the bonds or the payment of money to the re- | 
ceiver if the United States are preferred as creditors 
of the bank. The deposits in the bank were not made 
to the credit of the United States, but were made to the 
credit of the Trustees of the Postal Savings System 
(R. 22). 

On page 38 of their brief, Appellants refer to a claim 
filed by the Director of the Postal Savings System as 
being a preferred claim made by the United States against; 
the receivership, and cite pages 39 and 40 of the Addition! 
to Record to show that such a claim was filed. The cor¬ 
respondence appearing on those pages of the Addition 
to Record shows that the claim filed against the receiver¬ 
ship was neither filed by the United States nor by the j 
Director of the Postal Savings System for or on behalf 
of the United States. No claim of preference was made 
on the ground that the debt was due to the United States. 
On the contrary the claim was filed by the Director asj 
a “claim of the Board of Trustees, Postal Savings Sys-J 
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tem, against the Woodlawn Trust and Savings Bank” 
(Add. R. 39). 

A consideration of the Act of Congress creating the 
Postal Savings System clearly shows that Postal Sav¬ 
ings funds do not belong to the United States, and that 
the deposit of such funds in a bank does not create a 
debt to the United States. 

The Postal Savings System was established by the 
Act of June 25, 1910, entitled “An Act to establish postal 
savings depositories for depositing savings at interest 
with the security of the Government for repayment there¬ 
of, and for other purposes” (U. S. Stat., Second Session, 
61st Cong., p. 814). Section 1 of the Act as originally 
adopted, in so far as material to this case, is set forth 
in the appendix to this brief (Appendix p. 77). As sub¬ 
sequently amended it appears on pages 46-47 of Appel¬ 
lants’ brief. As originally enacted, it provided “that 
there be, and is hereby, created a board of trustees for 
the control, supervision, and administration of the postal 
savings depository offices designated and established under 
the provisions of this Act, and of the funds received as 
deposits at such postal savings depository offices by virtue 
thereof.” That section conferred authority on the Trustees 
to make all necessary and proper regulations for the 
receipt, transmittal, custody, deposit, investment, and re¬ 
payment of the funds deposited at postal savings de¬ 
pository offices. As amended, Section 1 is substantially 
the same as originally enacted. 

Section 3 of the original Act (Appendix p. 77) author¬ 
ized the board of trustees to designate such post-offices 
as it might select to be postal savings depository offices, 
and required such post-offices to receive deposits of funds 
from the public and to account for and dispose of the 
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same, according to the provisions of the Act and the regu¬ 
lations made by the Trustees in pursuance thereof. There¬ 
after, the authority to designate post-offices to be postal 
savings depository offices was conferred upon the Post¬ 
master General in place of the Trustees (39 U. S. Code, 
753). 

i 

Sections 4, 5 and 6 of the original Act (now sections 
754-756, Title 39, U. S. Code) related to the opening of 
accounts and the making of deposits in postal savings 
depositories by any person of the age of ten years or 
over, and the issuing of pass books by postmasters in 
which entries of deposits and withdrawals should be made, 
and the issuance of postal savings stamps in denomina¬ 
tions of ten cents in order that amounts smaller than one 
dollar could be accumulated. 

Section 7 of the original Act (Appendix p. 77) pro¬ 
vided that interest at the rate of 2 per centum per annum 
shall be allowed and entered to the credit of each depositor 

i 

once in each year, but in 1933, after the closing of the 
Woodlawn bank, that section was amended so as to limit 
the rate of interest to that lawfully paid on savings de¬ 
posits under regulations prescribed by the Board of Gov¬ 
ernors of the Federal Reserve System for member banks 
of the Federal Reserve System. 

Section 8 of the original Act (Appendix p. 78) provided 
that any depositor may withdraw the whole or any part 
of the funds deposited to his or her credit, with the accrued 
interest, upon demand and under such regulations as the 
Trustees may prescribe, and that withdrawals shall be paid, 
so far as practicable, from the deposits in the community in 
which the deposit was made. Later this provision was 
changed to provide for withdrawals under such regulations 
as the Postmaster General shall prescribe (39 U. S. Code 
758). 
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Section 9 of the Act (Appendix to Appellants’ Brief p. 
47, this brief p. 78) provides, in substance, that postal sav¬ 
ings funds shall be deposited in solvent banks, and shall 
bear interest at the rate of not less than 2%% per centum, 
but 5 per centum of such funds shall be withdrawn by the 
Trustees and kept with the Treasurer of the United States 
as a reserve. That section further provides that the Trus¬ 
tees shall take from such banks such security as the Trus¬ 
tees may prescribe and deem sufficient to insure the safety 
and prompt payment of such deposits on demand, and that 
the funds received at the postal savings depository offices 
shall be deposited in banks willing to receive such deposits 
under the terms of the Act of Congress and the regulations 
made by authority thereof, but if no such bank in any state 
or territory is willing to receive such deposits on the terms 
prescribed, then such funds shall be deposited with the 
treasurer of the board of trustees (meaning the Treas¬ 
urer of the United States). Section 9 of the Act fur¬ 
ther provides that such funds may be withdrawn from the 
treasurer of the board of trustees, and all other postal sav¬ 
ings funds may be at any time withdrawn from banks and 
savings depository offices, for the repayment of postal sav¬ 
ings depositors when required for that purpose. It fur¬ 
ther provides that when, in the judgment of the President, 
the general welfare and interests of the United States so 
require, the Trustees may invest all or any part of the 
postal savings funds, except the reserve fund of 5 per cen¬ 
tum, in bonds or other securities of the United States. 
Section 9 further provides that interest and profit accruing 
from the deposits or investment of postal savings funds 
shall be applied to the payment of interest due to postal 
savings depositors and the excess, if any, shall be covered 
into the Treasury of the United States as a part of the 
postal revenue. It further provides that postal savings 
funds in the treasury of the board shall be subject to dis¬ 
position as provided in the Act, and not otherwise. 
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Section 10 of the Act (Appendix p. 79) gives any de¬ 
positor the right to convert his deposit into United States 
bonds bearing interest at the rate of 2%% per annum if 
such bonds can then be lawfully issued by the Secretary 
of the Treasury for any of the purposes specified in Sec¬ 
tion 10. | 

Section 12 of the Act (Appendix p. 80) requires post¬ 
masters and other officers and employees of the Postal Serv¬ 
ice to keep postal savings depository funds separate from 
other funds. 

Section 16 of the Act (Appendix to Appellants’ Brief p. 
49) provides that the faith of the United States is solemnly 
pledged to the payment of the deposits made in postal sav¬ 
ings depository offices, with accrued interest thereon as 
provided in the Act. 

The business authorized by the Act is private in nature, 
not governmental, and, as hereinafter more fully shown, the 
United States is not the owner of the funds created by the 
deposits in the postal savings depository offices or in the 
banks or held by the Treasurer of the United States as 
Treasurer of the Board of Trustees. 

The Constitution confers no express power upon Con¬ 
gress to create the so-called Postal Savings System, any 
more than it conferred express power to create the Bank 
of the United States or national banks or to operate rail¬ 
roads or any other kind of business private in its nature. 

If Congress has such power, it is necessarily because it is 
incidental to or implied from some express power granted 
by the Constitution. Manifestly, the power to create the 
Postal Savings System is not incidental to nor implied from 
the power granted Congress by the Constitution to estab¬ 
lish post-offices, as the operations of the Postal Savings 
System do not in the slightest degree relate to any of the 

I 

I 
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functions of the postal service. If valid, the Act must be 
sustained on the theory that the Postal Savings System is 
incidental to and a proper exercise of the power granted 
Congress by the Constitution to borrow money on the credit 
of the United States, because aside from the purpose to 
induce persons of small means to save money and inci¬ 
dentally to receive interest thereon, its only purpose, as 
shown by the provisions of the Act, is to provide a fund 
from which the Federal government can borrow money. 
(39 U. S. Code 759-760). 

The Act creating the Postal Savings System and the 
Board of Trustees was originally passed as an independ¬ 
ent act and not as a part of any general act relating to 
the Postal System, and was entitled ‘‘An Act to establish 
postal savings depositories for depositing savings at in¬ 
terest with the security of the Government for repayment 
thereof, and for other purposes.” The word “postal” was 
evidently inserted in the title because the facilities of the 
post-office department, including postmasters and others en¬ 
gaged in the postal service, were made available for the 
administration of the plan. However, the Act did not pur¬ 
port to make the Postal Savings System a part of the postal 
service rendered by the Federal government to the public, 
as in the case of the Postal Money-order System, which the 
Postmaster General, as such, was authorized to establish 
and maintain in order to promote public convenience and 
“to insure greater security in the transfer of money 
through the mail.” (39 U. S. Code 711). On the contrary 
the Act in question “created a board of trustees” for the 
control, supervision and administration of the postal sav¬ 
ings depository offices, and of the funds received as de¬ 
posits at such postal savings depository offices. That 
board is composed of the individuals holding the offices 
of Postmaster General, Secretary of the Treasury and 
Attorney General, and the personnel of the board changes 
as changes occur in the persons holding those offices, but 






27 


those officers do not act in their respective governmental 
capacities of Postmaster General, Secretary of the Treas¬ 
ury and Attorney General in controlling, supervising and 
administering the postal savings depository offices and 
the funds received as deposits at such offices, but in the 
capacity of trustees. For whom do they act as trustees? 
The answer necessarily is, for the persons who deposit 
money in the postal savings depositories established under 
the Act, because such depositors are entitled to be re¬ 
paid out of the funds so deposited or out of the proceeds 
of any securities in which the funds may be invested, and 
no part of such funds belongs to the United States, nor 
can the United States use any of such funds for govern¬ 
mental purposes unless it borrows from the trustees and 
gives its bonds promising repayment thereof. The only 
other financial benefit that the United States can ever 
acquire from the operation of the system is the payment 
into the Treasury of the United States, as a part of the 
postal revenue, of the profits, consisting of any excess 
remaining from the interest received by the trustees upon 
funds received from depositors after payment or credit 
of interest by them to the depositors upon their deposits 
at the rate of 2 per centum per annum. (39 U. S. Code 
757, 759). It seems clear that the payment of such excess 
into the Treasury of the United States, as a part of the 
postal revenue, is to compensate the United States, at 
least in part, for the use of the postal facilities furnished 
by it for the administration of the plan by the Trustees. 

In Annie Leka, Administratrix of the Estate of Mike 
Mesicli v. The United States , 69 Court of Claims Reports 
79, (No. F-138, decided February 10, 1930), in a suit 
brought against The United States in the Court of Claims 
to recover postal savings deposits, the court said: 

“Before passing to a discussion of the regulations 
promulgated by the board of trustees to effectuate 
the purposes enumerated, it may be well to pause 
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here and note that there was created by this act a 
trust with named trustees, the deposits to be held as 
trust funds and to be held within the State or com¬ 
munity where the deposit was made, and the with¬ 
drawals or repayments to be made at the place of 
deposit and from deposits within the State or com¬ 
munity. Interest was to be paid on the deposits, and 
as provided in the act interest was collected from 
the banks on the deposits held by them. No part of 
the fund, it will be observed, went into the Treasury 
of the United States or became the property of the 
United States. It was held in trust separate and apart 
from the funds of the Government. Such being the 
case the Secretary of the Treasury has no fund out 
of which to pay the judgment of this court, as it is 
not payable out of any Government funds. The debt 
due on this deposit is not a liability of the United 
States payable out of its funds. It is payable out 
of the funds in the hands of the trustees, namely, the 
funds deposited under the postal savings system, and 
such regulations as they had promulgated as to with¬ 
drawals and conditions of payment.” 

Inasmuch as the deposit of funds by a depositor in a 
postal savings depository office does not confer owner¬ 
ship of those funds upon the United States nor create 
a liability of the United States which can be enforced 
against it by the depositor in the Court of Claims, it is 
inconceivable that the deposit of those funds in a bank 
by a postmaster to the credit of the Trustees is a deposit 
of funds of the United States or creates a debt due from 
the bank to the United States. As we have already shown, 
the Trustees of the Postal Savings System, in whom the 
title to all such funds necessarily vests, are trustees for 
the depositors, and not trustees for the United States. 
The depositors are the beneficiaries of the trust and the 
equitable owners of the fund. Congress recognized this 
fact by providing for the loaning of moneys from the fund 
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by the Trustees to the United States, which is inconsistent 
with any theory of ownership by the United States, and 
is inconsistent with the theory that the United States 
becomes a debtor when a depositor makes a deposit in 
a postal savings depository office. Section 16 of the Act 
(Appendix to Appellants’ Brief p. 49), which provides 
that the faith of the United States is solemnly pledged 
to the payment of deposits made in postal savings de¬ 
pository offices, is wholly inconsistent with the theory that 
the United States is the owner of the funds so deposited 
or that the United States becomes the debtor when a 
deposit is made in a postal savings depository office, be¬ 
cause such guaranty would not be necessary, but would 
be meaningless, if Congress intended that the deposit of 
funds by a depositor in a postal savings depository office 
conferred upon the United States ownership of those funds 
or created a debt due from the United States to such de¬ 
positor. 

The deposits of Postal Savings funds by postmasters 
in the Woodlawn Trust and Savings Bank were, there¬ 
fore, not deposits of funds belonging to the United States, 
and did not create a debt to the United States, either 
within the meaning of the term “public money,” as used 
in Section 332 of Title 12, U. S. C. A., quoted on page 
15 of Appellants’ brief, or within the meaning of “debts 
due to the United States,” as used in Section 3466 R. S. 
(31 U. S. C. A., Sec. 191), quoted on page 38 of Appel¬ 
lants’ brief. 

Appellants cite Richmond , F. & P. R. Co. v. McC&rl, 61 
App. D. C. 290, and O’Connor v. Rhodes, 65 App. D. C. 
21, in support of their contention that the deposit of 
Postal Savings funds in a bank creates a debt to the 
United States. Neither of those cases support such con¬ 
tention. In the first of those cases, the fund under con- 
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sideration was the general railroad contingent fund created 
and maintained by the payment of excess income by rail¬ 
roads to the Interstate Commerce Commission in com¬ 
pliance with an Act of Congress, which provided that the 
fund should be administered by the Commission in the 
furtherance of the public interest in railway transporta¬ 
tion through loans to carriers. The court said that the 
excess to be paid to the Commission pursuant to the Act 
was not a tax, like other taxes, payable into the Treas¬ 
ury of the United States for ordinary governmental use, 
and that the United States possessed no direct beneficial 
interest in the fund in the sense in which they control 
the public revenues, but that the United States, through 
the instrumentalitv of the Interstate Commerce Commis- 
sion, hold it, when and as it is paid, as trustee and 
upon the trusts named in the Transportation Act. The 
court then said (62 F. (2d) 206): 

“These trusts, as we have seen, authorize the Com¬ 
mission to use it for loans to the weaker carriers or 
to the purchase of railway equipment and facilities 
for their benefit. The act provides that the fund shall 
be under the control of the Commission and be used 
by that body in accordance with the purposes of the 
act, and these purposes are clear and explicit. But, 
while it is payable to the Commission, and the Com¬ 
mission is required to collect it, and while its dis¬ 
bursement is under the supervision of the Commis¬ 
sion, the Commission as such acts as an instrumental¬ 
ity of the United States. It is, as we think and as 
was stated by the Supreme Court, an appropriation 
by the United States of a fund which, for the purposes 
expressed in the act — i. e„ public uses — they have the 
right to pre-empt and control. It is money, there¬ 
fore, which the carrier has collected and holds as trus¬ 
tee for the United States, and which the United States 
have a right to demand and receive likewise as trus¬ 
tee, and though it is not moneys which should, or 
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may be covered into the Treasury under section 3617, 
R. S. (title 31, U. S. C. A. sec. 484), or withdrawn 
therefrom under section 305, R. S. (title 31, U. S. C. A. 
sec. 147), which two sections relate to the manner in 
which funds belonging to the United States shall be 
deposited and withdrawn from the Treasury, and, 
though the language of the act clearly shows that the 
fund should not be administered or controlled by the 
Secretary of the Treasury in the ordinary method re¬ 
lating to public funds, but should be administered 
by the Interstate Commerce Commission, the fact 
remains that the money is payable, if properly due, 
to the United States, and is subject to such disburses 
ment and control ‘for public uses’ as Congress may 
declare (Italics ours.) 

The same cannot be said of moneys deposited in postal 
savings depositories. The United States has no right 
under the Postal Savings Act to appropriate or pre-empt 
Postal Savings funds for public uses. The Postal Savings 
funds are private funds administered by trustees, who 
act as trustees for the depositors—not as trustees for 
the United States; the funds involved in the Richmond 
Railroad case were public funds administered for the 
Federal government by a governmental board. Neither of 
the Sections above mentioned -was involved in that case. 

In O’Connor v. Rhodes, supra, this court held that na¬ 
tional banks could pledge assets to secure funds of in¬ 
solvent national banks deposited by the Comptroller of 
the Currency because an Act of Congress specifically re¬ 
quired the Comptroller to take security for such funds, 
and national banks get their powers from Congress. In 
that case this court said that even though the deposit 
by the Comptroller be described as private money, it is 
a federal fund to which the government occupies at least 
the relation of trustee. However, the United States does 
not occupy the relation of trustee to Postal Savings funds, 
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as the Act of Congress establishing the Postal Savings 
System specifically designated the trustees who should 
have the control, supervision and administration of the 
funds received as deposits at postal savings depository 
offices, and all of the provisions of the Act are inconsistent 
with the theory that the United States should have pos¬ 
session and control of Postal Savings funds as trustee, or 
that the deposit of such funds in a bank to the credit of 
the Trustees of the Postal Savings System should create 
a debt to the United States. 


in. 


Neither the act creating the Federal Reserve System nor 
the act creating the Postal Savings System conferred 
power on the Woodlawn Trust and Savings Bank to 
pledge assets to secure deposits of Postal Savings funds. 


Beginning on page 13 of their brief, Appellants argue 
that because the Woodlawn bank voluntarilv became a 
member of the Federal Reserve System on January 16, 
1920, and continued as such until it was suspended, it 
was authorized by the Act of Congress creating the Fed¬ 
eral Reserve System and by the Act of Congress creating 
the Postal Savings System to pledge its assets to secure 
deposits of Postal Savings funds. That argument wholly 
ignores the cases discussed under our first proposition 
which clearly hold that a state bank can exercise only 
such powers as have been conferred upon it by the laws 
of the state under which it was organized. The Illinois 
legislature has never authorized Illinois state banks to 
become members of the Federal Reserve Svstem, and, 
therefore, has neither expressly nor by implication au¬ 
thorized them to exercise any powers conferred by Con¬ 
gress upon members of the Federal Reserve System which 
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are not included in the powers conferred upon such banks 
by the laws of Illinois. 

It is too clear to permit of argument that Congress 
cannot enlarge the powers of a bank organized under 
the laws of a state. It is true, as stated by Appellants, 
that Congress may employ state corporations, with their 
consent, as instrumentalities of the United States, but 
when so employed the powers exercised by such corpora¬ 
tions must be within the powers granted by the laws of 
the state. 

Thus, in Pennell v. Home Owners’ Loan Corporation, 
21 F. Supp. 497, the District Court, D. Maine, S. D., said 
(p. 498): | 

“It was held in Federal Sugar Refining Company 
v. United States Sugar Equalization Board, D. C., 
268 F. 575, and amply supported by authorities, that 
a corporation organized under the laws of a state, 
although it is incorporated by direction of the Presi¬ 
dent in the exercise of a discretionary power, and is 
used as a government agency and its stock owned 
solely by the government, has only the powers con¬ 
ferred and is subject to all the liabilities imposed by 
the laws of the state, * * 

In Fulton v. Lloyds Casualty Co., 75 F. (2d) 295 (cer¬ 
tiorari denied 295 U. S. 743, 296 U. S. 602), the Circuit 
Court of Appeals, Sixth Circuit, held that a bank organ¬ 
ized under the laws of the State of Ohio was without 
authority to pledge its assets to surety companies to 
obtain bonds securing deposits by the United States. In 
that case it was contended for the United States that the 
bankruptcy statutes requiring a trustee or referee in bank¬ 
ruptcy to take security for the deposit of bankruptcy funds 
gave to the bank the power to give such security by pledg- 

i 
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ing its assets to the surety companies therefor, but the 
court said (p. 297): 

“We think the contention cannot be sustained, be¬ 
cause the powers of a state bank cannot be enlarged 
by the federal law, but are to be measured, as we have 
stated, by the authority of the statutes of the state 
under which the bank was organized, and there being 
nothing in the Ohio statutes which authorized the 
Standard Trust Bank to pledge its assets to secure 
the deposit of public funds other than the funds of 
the state or one of its subdivisions, it was without 
power or authority to make the pledges as to the 
funds deposited by the referees and trustees in bank¬ 
ruptcy.’ 9 

To the same effect is Federal Land Bank of St. Paid 
v. Crookston Trust Co. (Minn.), 230 N. W. 797, 799-800. 

In Texas & Pacific Ry. v. Pottorff, 291 U. S. 245, the 
court said, referring to acts of Congress (p. 257, note 11): 

“In some of the legislation, not only national, but 
state, banks also are made depositaries. It is true 
that Congress cannot make valid a pledge by a state 
bank, * * *. It would be the duty of a public officer 
depositing in a state bank to make sure that it had 
the power to give the security required by Congress.” 

In Sneeden v. City of Marion, III, 64 F. (2d) 721, in 
holding that national banks in Illinois could not pledge 
assets to secure deposits of public funds of a city because 
state banks were not empowered by the laws of the state 
to pledge their assets to secure such deposits, the Cir¬ 
cuit Court of Appeals, Seventh Circuit, said (p. 723): 

“Since 1864 it seems that Congress has assumed 
the right of national banks to pledge their assets to 
secure deposits of certain public funds. Appellant, 
however, contends that those statutes grant addi¬ 
tional powers to national banks relative to the respec- 
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tive funds referred to. This position cannot be main¬ 
tained because each of the acts, except the one re¬ 
lating: to land bank and joint stock land bank deposits, 
provides for deposits in state as well as in national 
banks, and of course Congress did not intend to en¬ 
large the powers of state banks.” 

The court further said (p. 723): 

“Illinois corporations have only such powers as 
the laws of that state have given them. Those powers 
may be either express or implied, and the latter class 
is limited to those powers which are reasonably nec¬ 
essary to carry out those of the former class. People 
v. Chicago Gas Trust Co., 130 Ill. 268, 22 N. E. 798, 

8 L. R. A. 497, 17 Am. St. Rep. 319; Calumet, etc., 
Dock Co. v. Conkling, 273 Ill. 318, 112 N. E. 982, L. 
R. A. 1917B, 814. In this respect banks are no differ¬ 
ent from any other corporations.” 

I 

The situation here is not at all comparable to Casey 
v. Galli, 94 U. S. 673, cited on page 18 of Appellants’ brief. 
In that case the state bank, in effect, abandoned and sur¬ 
rendered its state charter and accepted one from the 
Federal government. However, there was no recognition 
of any right on the part of Congress to confer any powers 
on a corporation while it continued to act as a corporation 
pursuant to its organization under the laws of the state. 

Hopkins Federal Savings & Loan Association v. Cleary, 
296 U. S. 315, discussed on pages 19-21 of Appellants’ 
brief, also involved the right of a corporation organized 
under the laws of a state to abandon and surrender its 
charter and accept one from the Federal government. 
The court held that in so far as the Act of Congress pur¬ 
ported to authorize such abandonment and surrender in 
contravention of the laws of the state, the Act was un¬ 
constitutional, and distinguished Casey v. Galli, supra, by 
saying, in effect, that the constitutional question was not 
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presented to the court in that case. In fact, the Hopkins 
case is authority for the proposition that an act of Con¬ 
gress conferring powers upon a state bank in contraven¬ 
tion of the laws of the place of its creation, is an uncon¬ 
stitutional encroachment upon the reserved powers of the 
states (p. 335). 

Neither do Westfall v. United States, 274 U. S. 256, 
Hiatt v. United States, 4 F. (2d) 374, nor Doherty v. 
United States, 94 F. (2d) 495, discussed by Appellants 
on pages 21-25 of their brief, support Appellants’ conten¬ 
tion in this case. In the first two cases, the court held 
that when a state bank voluntarily becomes a member 
of the Federal Reserve System, the United States may 
punish acts injurious to the System, although done to 
a corporation that the state also is entitled to protect. 
In the Doherty case, the court held that Congress had 
the power to enact a statute imposing a penalty for em¬ 
bezzlement of funds from a state bank insured under 
the Federal Deposit Insurance Corporation Act. Mani¬ 
festly, an act of Congress purporting to confer on a state 
bank powers which, under the laws of the state, are ultra 
vires, against the public policy of the state, and void, 
is entirely different from an act of Congress imposing 
penalties on individuals for acts injurious to the bank, 
when such acts are condemned by both the Federal and 
state governments, and in no way involve the charter 
powers of the bank. Moreover, in connection with each 
of the three cases cited by Appellants, it may also be 
important to keep in mind that the Westfall case involved 
a bank organized under the laws of Michigan, ( Westfall 
v. United States, 20 F. (2d) 604), and that the laws of 
Michigan conferred upon banks organized under the laws 
of that state the power “to purchase capital stock in 
a federal reserve bank, or do any other act required 
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to be done by a bank to become a member bank under 
the federal reserve act passed by the sixty-third Con¬ 
gress of the United States, or any amendment thereto”, 
(Michigan Compiled Laws, Annotated Supplement 1922, j 
Cahill); that the Hiatt case involved a bank organized 
under the laws of Indiana, and that the laws of Indiana 
conferred upon Indiana state banks “the power and au¬ 
thority to purchase and hold, for the purpose of becoming 
a member of a Federal Reserve Bank so much of the 
capital stock thereof as will qualify it for membership 
in such reserve bank, • • * and to have and exercise all 
powers, not in conflict with the laws of this State, which 
are conferred upon any such member by the Federal Re¬ 
serve Act”, (Hiatt v. United States, 4 F. (2d) 374, 375); 
and that the Doherty case involved a bank organized 
under the laws of Nebraska, and that the laws of Nebraska 
conferred upon Nebraska state banks the power and 
authority to accept insurance in the Federal Deposit In¬ 
surance Corporation, and therefore no question could “rea¬ 
sonably be urged that the act complained of usurps or is 
inconsistent with the power of the state to legislate.” 

(Doherty v. United States, 94 F. (2d) 495, 498-499.) As 
hereinabove stated, the Illinois legislature has never au¬ 
thorized Illinois state banks to become members of the 
Federal Reserve System, and necessarily, if they are ad- | 
mitted to membership, it must be upon the understanding 
that their powers are only such as have been conferred 
upon them by the laws of Illinois. 

In fact, the Act creating the Federal Reserve System 
shows that Congress had no intention of conferring any 
powers on state banks which those banks did not have 
under the laws of the state under which they were organ¬ 
ized. Thus, Section 322 of Title 12, U. S. C. A., provides 
that in acting upon an application by a bank for member- 
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ship in the Federal Reserve System, the Board of Gov¬ 
ernors shall consider “whether or not the corporate pow¬ 
ers exercised are consistent with the provisions of the Act 
of Congress.” 

But even Section 332, Title 12, U. S. C. A., (which re¬ 
lates to members of the Federal Reserve System and is 
reprinted on page 15 of Appellants’ brief) does not con¬ 
fer any authority to pledge assets to secure deposits of 
Postal Savings funds in member banks. Whether Postal 
Savings funds be regarded as private funds or as Federal 
funds in the sense that they are funds belonging to an 
instrumentality of the Federal government, they are not 
included in the term “public money”, as that term is 
used in Section 332. That section is, in substance, the 
same as R. S. 5153, 12 U. S. C. A. 90, which was con¬ 
sidered by this court in Inland Waterways Corporation, 
et al. v. Hardee, Receiver of Commercial National Bank, 
decided October 31, 1938, and not yet reported. The term 
“public money” is used in the same sense in both sections. 
In the Inland Waterways case, this court said that the 
opinions of the Supreme Court in Texas & Pacific By. 
v. Pottorff, 291 U. S. 245, and Marion v. Sneedcn, 291 
U. S. 262, established definitely that R. S. 5153 has limited 
application to deposits made by the Secretary of the 
Treasury and cannot be extended to cover all public funds 
of every sort which may be deposited in a national bank 
by someone who holds the funds on behalf of the United 
States. The opinion of this court in O’Connor v. Rhodes, 
79 F. (2d) 146, on this question is the same as in the 
Inland Waterways case. Both of those cases are sup¬ 
ported by the decision of the Supreme Court in Branch 
v. United States , 100 U. S. 673, in which the court held 
that the public moneys of the United States means moneys 
belonging to the United States. 
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In Coudcrt, Administrator v. United States, 175 U. S. 
178, the court said that “the public moneys of the United 
States are the revenues of the United States from all 
sources, and the gross amount received must first be paid 
into the Treasury” (P. 182). | 

In Marion v. Sneeden, 291 U. S. 262, the Supreme Court 
specifically held that Rev. Stat. Sec. 5153 did not confer 
or imply the power to pledge assets to secure public 
deposits, except those made under the provisions of that 
section by the Secretary of the Treasury of the United 
States. ( O’Connor v. Rhodes, 79 F. (2d) 146, 150.) 

Postal Savings funds are not deposited in banks by I 

the Secretary of the Treasury of the United States nor 

in his behalf. Thev are not covered into the Treasurv 

%/ •> 

of the United States, but the funds deposited in banks 

are deposited by postmasters to the credit of the Trustees j 

of the Postal Savings System in banks designated by the 

Third Assistant Postmaster General acting as agent of 

the Trustees (R. 25-26; Add. R. 17-18). Such funds, 

therefore, are not included in the term “public money,” 

as that term is used in Section 332, Title 12 U. S. C. A., 

relating to the deposit of public money in banks and trust 

companies which are members of the Federal Reserve 

System. 

It follows that the fact that the Woodlawn bank was a 
member of the Federal Reserve System, whether right¬ 
fully or wrongfully, is of no consequence in considering 
the question of the power of the bank to pledge assets 
to secure Postal Savings funds. 

Not only is Congress without authority to confer the 
power upon an Illinois state bank to pledge assets to 
secure deposits of Postal Savings funds, but Congress ! 
did not purport to confer any such power by Section 759 
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of Chapter 20 of 39 U. S. C. A., relating to Postal Savings 
funds, a portion of which is reprinted on page 16 of Ap¬ 
pellants’ brief. That portion of the section merely pro¬ 
vides, in substance, that Postal Savings funds shall be 
deposited in solvent national or state banks, whether mem¬ 
ber banks or not of the Federal Reserve System, and that 
the board of trustees shall take from such banks such 
security in public bonds or other securities as the board 
may prescribe. That part of the section which is not 
reprinted in Appellants’ brief provides, in part, that the 
funds received at the postal savings depository offices in 
each city, town, village, and other locality shall be de¬ 
posited in banks located therein willing to receive such 
deposits under the terms of Chapter 20 and the regulations 
made by authority thereof, and that if no such member 
bank and no other qualified bank exists in any city, town, 
village or locality, or if none where such deposits are 
made will receive such deposits on the terms prescribed, 
then such funds shall be deposited under the terms of 
Chapter 20 in the bank most convenient to such locality. 

As said by the Supreme Court in Texas <£ Pacific Ry. 
v. Pottorff, 291 U. S. 245, 257, note 11, it is the duty of 
a public officer depositing in a state bank to make sure 
that it has the power to give the security required by 
Congress. The provisions of Section 759 w’ith reference 
to depositing Postal Savings funds in banks are so elastic 
with reference to selecting the banks in which such funds 
shall be deposited that it cannot be inferred from any of 
the language in that section that Congress intended to 
authorize the deposit of Postal Savings funds in any 
state bank which had no power, under the laws of the 
state, to pledge its assets to secure the deposit of those 
funds and where such pledging would be contrary to the 
public policy of the state. While the duty of the Trustees 
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to demand a pledge might authorize a national bank to 
give the pledge, it would not empower a state bank to 
pledge its assets to secure such deposits. 

IV. 

Under the pleadings and evidence in this case, Appellants 
are not entitled to withhold the pledged assets on the 
claim that the deposits of Postal Savings funds in the 
Woo diawn bank constituted the bank a trustee ex male- 
ficio. 

In their answer the defendants pleaded that if the 
Woodlawn bank was without authority to pledge the se¬ 
curities sought to be recovered, then the receipt of the 
deposits of the Postal Savings funds by the bank was 
wrongful and fraudulent; that by so receiving said deposits 
the bank became a trustee ex maleficio of said deposits, 
and that it is the duty of the plaintiff to return the deposits 
to the Board of Trustees of the Postal Savings System, 
and that said return is a condition precedent to the right 
of return of the securities pledged or the proceeds thereof 
(R. 19). 

Beginning on page 28 of their brief, Appellants argue 
that if the Woodlawn bank was unauthorized to comply 
with Section 759 of Title 39 U. S. C. A., by pledging its 
assets to secure deposits of Postal Savings funds, then the 
Trustees had no authority to make deposits in that bank, 
and the bank acquired a deposit which it was prohibited by 
law from receiving from the Trustees and, therefore, be¬ 
came a trustee ex maleficio of the deposits. 

A trust ex maleficio is a constructive trust—that is, a 
trust raised by equity for the purpose of working out right 
and justice, where one party has obtained the legal title 
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to property by fraud, either actual or constructive. 3 
Pomeroy’s Equity Jurisprudence (4th ed.), Sec. 1044,1053; 
Angle v. Chicago, St. Paul, Minneapolis and Omaha Rail- 
way Company, 151 U. S. 1, 26-27. 

In Angle v. Chicago, St. Paul, Minneapolis and Omaha 
Railway Company, supra, the court quoted with approval 
the following from Pomeroy’s Equity Jurisprudence, Sec. 
1053: 

“ ‘In general, whenever the legal title to property, 
real or personal, has been obtained through actual 
fraud, misrepresentations, concealments, or through 
undue influence, duress, taking advantage of one’s 
weakness or necessities, or through any other similar 
means or under any other similar circumstances which 
render it unconscientious for the holder of the legal 
title to retain and enjoy the beneficial interest, equity 
impresses a constructive trust on the property thus 
acquired in favor of the one who is truly and equitably 
entitled to the same, although he may never perhaps 
have had any legal estate therein ; * * *. The forms and 
varieties of these trusts, which are termed ex maleficio 
or ex delicto, are practically without limit.’ ” 

In Ashton v. Macqueen, 361 Ill. 132, 197 N. E. 561, the 
court said on page 566: 

“A trust ex maleficio arises out of positive fraud 
and misconduct, only. There must be some element of 
intentional misconduct on the part of the alleged trus¬ 
tee. Ryder v. Ryder, 244 Ill. 297, 91 N. E. 451; 3 Pom¬ 
eroy’s Eq. Jur. Sec. 1044. No citation of authorities 
is necessary to support the statement that fraud is not 
presumed, and statements by way of general conclu¬ 
sions of fraud are not sufficient in a pleading.” 

In all of the cases cited under Proposition I of this brief, 
the claim might have been made that a trust ex maleficio 
arose on the ground that the bank obtained the deposits 
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because the depositor believed, and by pledging its assets 
the bank represented, that the pledging of assets by the 
bank to secure the deposits was valid and enforcible, and 
the pledge having failed because the bank had no power 
to pledge its assets to secure the deposits, the bank per¬ 
petrated a constructive fraud on the depositor. But in 
none of those cases did the court hold that the receiver 
was required to return the deposits in order to recover 
the illegally pledged assets. On the contrary, in Texas & 
Pacific By. v. Pottorff, 291 IT. S. 242, the court said (p. 
261): 

“The receiver may assert the invalidity of the pledge 
without making restitution by paying the pledgee’s 
claim in full. The Kailway’s argument to the contrary 
is that when as a result of an ultra vires contract one 
of the parties is enriched at the expense of the other, 
the law creates an obligation to repay ex aequo et bono 
to the extent of the enrichment. The argument if ap¬ 
plicable would not help the Railway. Such claim under 
the doctrine of unjust enrichment is assimilated to an 
obligation of contract; and does not, in the absence of 
an identifiable res and a constructive trust based on 
special circumstances of misconduct, confer a pref¬ 
erence over other creditors. The pledge here chal¬ 
lenged having failed because illegal, the Railway is 
entitled only to a dividend as a general creditor.” 

Likewise, in Marion v. Sneeden, 291 IT. S. 262, where de¬ 
posits of public moneys of a city were involved, the court 
said (p. 272): 

“Since the Herrin bank was without power to make 
the pledge of bonds here in question, its receiver is 
entitled to recover them unconditionally in order that 
thev mav be administered for the benefit of the general 
creditors of the bank.” 

There is no evidence in this case showing, or tending to 
show, that the Woodlawn bank obtained the deposits of 
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Postal Savings funds through actual fraud, misrepresenta¬ 
tions, concealments, or through undue influence, duress, 
taking advantage of any weakness or necessities of the 
Trustees of the Postal Savings System or through any sim¬ 
ilar means or under any other similar circumstances which 
rendered it anv more unconscientious for the bank to retain 
and enjoy the beneficial interest in the deposits than in the 
Pottorff and Marion cases, supra. 

The Woodlawn bank did everything required by the Act 
of Congress to become a depository of Postal Savings 
funds, including the deposit of securities with the Treas¬ 
urer to secure the deposits of such funds. It is true that 
the attempt by the bank to pledge its assets was futile, be¬ 
cause it was an ultra vires act, contrary to the public policy 
of Illinois, and void, as afterwards held by the Supreme 
Court of Illinois, but by accepting the deposits of Postal 
Savings funds under such circumstances, it does not seem 
that the bank was guilty of actual or constructive fraud 
within the rules under which equity raises a constructive 
trust and treats the party guilty of the fraud as a trustee 
ex maleficio of the property he has wrongfully received. 

The distinction is clearly pointed out in Leonard v. Gage, 
(C. C. A. 4) 94 F. (2d) 19 (Cert. den. 303 U. S. 653). 
There the receiver of a state bank deposited funds in na¬ 
tional banks, which pledged assets to secure the deposits. 
The deposits were made under an order of the court having 
jurisdiction of the state bank receivership which directed 
that the receivers in making the deposits should require 
security within certain specified classes. Securities of the 
classes specified were pledged by the national banks. Later 
the national banks failed and receivers were appointed. 
The state bank receivers sold the pledged securities and 
applied the proceeds in liquidation of the deposit ac¬ 
counts, and the national bank receivers then brought suits 
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to recover the proceeds of sale. The Circuit Court of Ap¬ 
peals held that the pledges of securities by the national 
banks to secure the deposit accounts of the state bank re¬ 
ceivers were ultra vires and for that reason invalid. The 
state bank receivers claimed that under the court order 
they were required to take security for the deposits, which 
fact was known to the national banks, and, therefore, the 
deposits in the national banks constituted trust funds be¬ 
cause the attempted pledging by the national banks was 
invalid. The court denied the claim, saying (p. 23): 

“And we see nothing in the case to justify a finding 
that there were any circumstances of misconduct which 
would give rise to constructive trusts with respect to 
the deposits. This would be a matter for considera¬ 
tion with respect to the rights of the state bank re¬ 
ceivers in the funds in the hands of the receivers of 
the national banks, not with respect to the rights of the 
latter in the proceeds of the pledged collateral; but, 
in no aspect of the case, do we find any circumstances 
of misconduct or grounds for declaring a constructive 
trust with respect to the deposits. The deposits were 
made as authorized upon the security specified in the 
order authorizing them. The relationship of debtor 
and creditor was created thereby just as the order 
contemplated. The security for the deposits failed, 
not because of the misconduct of any one, but because 
of lack of power in the bank to pledge the securities 
which the order of court had authorized the receivers 
to accept. The failure to obtain the security contem¬ 
plated unquestionably resulted from a mistake of law, 
just as in the Pottorff Case; but, under the authority 
of that decision, such mistake does not give the one 
who has suffered from it any better status than that 
of a general creditor.” 

Allen v. United States, 285 F. 678, Fiman v. State of 
South Dakota, 29 F. (2d) 776, and American Surety Co. v. 
Jackson, 24 F. (2d) 768, and the other cases cited by Ap- 
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pellants in their brief under Proposition II, are distin¬ 
guishable from this case. The bank in each of those cases 
received deposits which they were prohibited by law from 
receiving. There was not an unsuccessful good faith at¬ 
tempt by the bank to qualify as a depository of the par¬ 
ticular fund involved in any of those cases, but there was 
an inexcusable violation by the bank of a prohibitory stat¬ 
ute. It is not difficult to understand why a court of equity, 
in accordance with the rules under which equity raises 
constructive trusts, would hold that where a bank delib¬ 
erately violates a prohibitory statute in receiving deposits 
it becomes a trustee ex mdlcficio of those deposits; but that 
is not the case now before this court. Here there was no 
violation by the bank of any statute prohibiting it from 
receiving the deposits. It delivered to the Treasurer the 
securities which the Trustees demanded. The fact that 
the Treasurer is required to return those securities to the 
receiver of the bank because the Trustees obtained an un¬ 
lawful preference should not authorize a court of equity 
to convert the relation of debtor and creditor into one of 
trustee and cestui que trust. 

In any event, in order to obtain any relief on the ground 
that the Woodlawn bank, because of its inabilitv to make 
a valid pledge of its assets to secure deposits of Postal 
Savings funds, became a trustee ex malcficio of Postal Sav¬ 
ings funds deposited in that bank, the burden rested upon 
Appellants to trace those funds into the hands of the 
receiver, which they failed to do. 

The rule, established even by cases cited by Appellants, 
is that it is indispensable to the maintenance by a cestui que 
trust of a claim for preferential payment by a receiver 
out of the estate of an insolvent that clear proof be made 
that the trust property or its proceeds went into a specific 
fund or into a specific identified piece of property which 
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came to the hands of the receiver, and then the claim can 
be sustained to that fund or property only and only to the 
extent that the trust property or its proceeds went into it. 
It is not sufficient to prove that the trust property or its 
proceeds went into the general assets of the insolvent es¬ 
tate and increased the amount and the value thereof which 
came to the hands of the receiver. Fiman v. State of South 
Dakota (cited on page 31 of Appellants’ brief), 29 F. (2d) 
776, 779 (cer. den. 279 U. S. 841); Gulley v. Wisdom (cited 
on page 33 of Appellants’ brief), 69 F. (2d) 495, 496. To 
the same effect is Empire State Surety Co. v. Carroll 
County, (C. C. A. 8) 194 F. 593, 604. 

Those cases merely follow the rule adopted by the Su¬ 
preme Court of the United States and by other federal 
courts, which is also the rule in Illinois. Thus, in Hoffman 
v. Bauch, 300 U. S. 255, the court said (p. 257): 

“Here it is accepted doctrine that when a claim is 
made for preference against funds held by the receiver 
of a national bank the burden is upon the claimant to 
establish his title; he must definitely trace something 
of value which belonged to him, or the avails there¬ 
from, into the receiver’s possession. Schuyler v. Lit¬ 
tlefield, 232 U. S. 707, 713; Texas do Pacific By. Co. v. 
Pottorff, 291 U. S. 245, 261.” 

In determining whether or not the Trustees are entitled 
to a preference claim, and to what extent, against the as¬ 
sets of an insolvent Illinois state bank, on the ground that 
deposits of Postal Savings funds in the bank were trust 
funds, this court necessarily is governed by the laws of the 
State of Illinois. Erie B. Co. v. Tompkins, 304 U. S. 64; 
Ruhlin v. New York Life Ins. Co., 304 U. S. 202, 205. Under 
the laws of Illinois, Appellants would have to meet the 
following requirements laid down by the Supreme Court of 
Illinois in the recent case of People v. State Bank of May- 
ivood, 354 Ill. 519, 188 N. E. 853: 
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1. A trust necessarily involves a relationship between 
two persons with respect to certain property, and unless 
the claimant shows, in the case, for example, of an insolvent 
bank, that the receiver has possession of the whole or a 
part of the property or its proceeds, the claimant does not 
place himself in a relation to the insolvent’s estate which 
differs from that of an ordinary creditor and, as a conse- 
quence, no trust can be declared or enforced (188 N. E. 

859) . 

2. Since the right to reclaim a trust fund is founded on 
the right of property, and not on the ground of compensa¬ 
tion for its loss, the beneficiary must be able to point out 
the particular property into which the fund has been con¬ 
verted. When he is unable to do so, the trust fails and 
his claim becomes one for compensation only and stands 
on the same basis as the claims of general creditors (188 
N. E. 859). 

3. A receiver of a bank in which a fund impressed with 
a trust was deposited cannot be required to repay it in 
preference to the claims of general creditors, unless the 
trust fund can be identified, or traced into some other spe¬ 
cific fund or property (188 N. E. 859). 

4. In the case of blended moneys in a bank account 
reduced bv withdrawals from time to time, if at anv time 
during the currency of the mingled account, the withdraw¬ 
als leave a balance less than the trust monev, that fund 
must be regarded as dissipated except as to this balance, 
and deposits subsequently added to the account from other 
sources may not be attributed to the trust fund (188 X. E. 
859-860). 

5. The fact that a bank is trustee ex maleficio of deposits 
does not subject all the assets of the bank to a prior or 
preferential charge in favor of the depositor (188 N. E. 

860) . 
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6. Until the claimant of a trust fund, created by illegal 
deposits in a bank, traces or identifies specific assets as 
the product, in whole or in part, of such deposits or their 
proceeds, no decree subjecting assets in the hands of the 
receiver to the trust which arose out of the excess deposits 
may be entered (188 X. E. 860). 

Thereafter, in John B. Colegrove & Co. State Bank v. 
Gaupp, 357 Ill. 499, 192 N. E. 570, the Illinois Supreme 
Court said (192 N. E. 573): 

“The right to reclaim a trust fund is founded on the 
right of the ownership of the fund on the part of the 
party claiming the same to have it restored to him by 
the party having possession of the fund. Such claim 
is not based upon the relationship of debtor and credi¬ 
tor or tort-feasor but is bottomed solely on ownership. 
Therefore, to recover as a cestui que trust, the owner 
or beneficiary of the trust property must prove that 
the alleged trustee has, in fact, the property even 
though it be in an altered form. Failing in this the 
trust fails, and the claim, if there is any legal liability 
therefor, becomes merely one of compensation on the 
same plane as other general debts of the debtor. Peo¬ 
ple v. People’s State Bank of Maywood , 354 Ill. 519, 
188 N. E. 853. 

“The plaintiff in error has failed to establish that 
the funds in question, or any part thereof, ever came 
into the hands of the defendant in error, and there¬ 
fore she is not entitled to have her claim allowed as a 
preference over common or general creditors.” 

In general, the Federal cases are in harmony with the 
Illinois cases as to the requirements hereinbefore set forth. 
The requirements in the federal courts are thus stated by 
the Circuit Court of Appeals, Tenth Circuit, in the recent 
case of Qucencm v. Mays, 90 F. (2d) 525, 531: 

“Before one claiming a preference over general 
creditors in the distribution of the assets of an in- 
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solvent national bank may prevail, several things must 
appear. First, it must be shown that the transaction 
giving rise to the claim did not result in the relation¬ 
ship of debtor and creditor, but that the bank assumed 
an obligation to preserve intact the funds or things 
deposited and account to the claimant therefor. * * * 
Second, the proceeds arising from breach of the agree¬ 
ment must be traced to some identifiable thing of value 
which came into the hands of the receiver; it is not 
sufficient to prove that the trust property or its pro¬ 
ceeds went into the general assets and augmented 
the amount and value thereof which came into the 
hands of the receiver. If such proceeds are traced 
into a fund commingled with like funds of the bank, 
then it will be presumed that the bank expended its 
own funds before resorting to the trust funds, and 
the trust will attach to so much of the fund as remains. 
The authorities are legion.” 

As said by the court, the authorities on the question are 
legion, and it is therefore impractical to refer to all of 
them. However, the following are representative of the 
cases sustaining the following propositions: 

1. Proof that a fund did come into the bank’s posses¬ 
sion, that its assets were thereby augmented to that extent 
and that a trust tx maleficio was thereby created in favor 
of the depositor, is not sufficient to warrant a decree of 
preferential payment of any part of the fund to the de¬ 
positor by the receiver of the bank. Before that can be 
done, it is incumbent on the depositor to prove that the 
fund, or some part thereof, remained in the possession of 
the bank until it closed its doors, and that it passed into 
the hands of the receiver. Flynn v. Smith (0. C. A. 7), 
90 F. (2d) 305, 310. 

2. In order that the claimant of a trust fund mav bo 
allowed a preference in a bank receivership, it is necessary 
to establish (1) that such fund was impressed with a trust 
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in the claimant’s favor, (2) that there was an augmenta- | 
tion of the assets of the bank by receiving the trust fund, ! 
and (3) that the augmented assets have been traced into | 
the hands of the receiver. Flyrni • v. Smith (C. C. A. 7), j 
90 F. (2d) 305, 311. j 

3. In order to recover from a receiver on the ground j 

that wrongful deposits of funds constituted a bank a trus- j 
tee ex maleficio, it is not sufficient to establish that the j 
bank wrongfully got money and mixed it with its own, but j 
it must also appear that until the receiver got the assets, i 
the fund into which it went has never been reduced below j 
the sum claimed, or if deposited in another bank, was not j 
lost by offset. Hancock County v. Hancock Nat . Bank of j 
Syarta, Ga . (C. C. A. 5), 67 F. (2d) 421, 422. ! 

4. In order for the claimant to succeed against the j 
receiver of a bank in tracing funds held by the bank as a i 
trustee ex maleficio, it must appear not only that the bank j 
wrongfully got the money, but that the receiver also got j 
it or something representing it. Hancock County v. Han- \ 
cock Nat. Bank of Sparta, Ga. (C. C. A. 5), 67 F. (2d) 
421, 422; Gulley v. Wisdom (C. C. A. 5), 69 F. (2d) 495, 
496. 

5. It is not enough to show that at the time of receipt 

the general assets of the insolvent bank were increased or 
that debts were discharged. Texas & Pacific Ry. v. Pot- 
torff, 291 U. S. 245, note 19 p. 261; Schumacher v. Harriett j 
(0. C. A. 4), 52 F. (2d) 817, 819; Elmer Co. v. Kemp (C. ! 
0. A. 9), 67 F. (2d) 948, 953; Gulley v. Wisdom (C. C. A. | 
5), 69 F. (2d) 495, 497. j 

6. It is an exploded notion that a trust fund may be ! 
recovered if it can be traced into the general assets of an i 
insolvent estate. State Bank of Winfield v. Alva Security j 
Bank (C. C. A. 8), 232 F. 847, 849. 
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7. In case the bank mingled the trust funds with its own 
and made payments out of the common fund, only the 
smallest amount the fund contained subsequent to the com¬ 
mingling can be considered as trust property. Empire 
State Surety Co. v. Carroll County (C. C. A. 8), 194 F. 
593, 605; Schumacher v. Harriett (C. C. A. 4), 52 F. (2d) 
817, 819; Flynn v. Smith (C. C. A. 7), 90 F. (2d) 305, 310. 

8. If a trust fund can be traced into a single account, 
like cash or a credit to a single bank, then the trust may 
be impressed upon the smallest balance that remains in 
the fund subsequent to the commingling of the trust fund 
and the closing of the bank. State Bank of Winfield v. 
Alva Security Bank (C. C. A. 8), 232 F. 847, 849; Schu¬ 
macher v. Harriett (C. C. A. 4), 52 F. (2d) 817, 818; Bren¬ 
nan v. Tillinghast (C. C. A. 6), 201 F. 609, 613. 

9. A trust fund does not lose its character when min¬ 
gled with other moneys of a bank, but the burden of proof 
is on the claimant to trace the trust fund, either in its 
original shape or in a substituted form, into the moneys 
which came into the hands of the receiver as part of the 
assets of the bank. Texas & Pacific By. v. Pottorff, 291 
U. S. 245, note 19 p. 261; Schumacher v. Harriett (C. C. 
A. 4), 52 F. (2d) 817, 819; Brennan v. Tillinghast (C. C. A. 
6), 201 F. 609, 613; Gulley v. Wisdom (C. C. A. 5), 69 F. 
(2d) 495, 497. 

10. The claimant has the burden of proof to establish 
the trust and then to trace the trust funds into the hands 
of the receiver. Elmer Co. v. Kemp (C. C. A. 9), 67 F. 
(2d) 948, 952; Schuyler v. Littlefield, 232 U. S. 707, 713; 
Texas & Pacific Ry. v. Pottorff, 291 U. S. 245, note 19 p. 
261. 

The foregoing cases are not inconsistent with National 
Bank v. Insurance Co., 104 U. S. 54, cited on page 36 of 
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Appellants’ brief. In that case the claim considered was 
not one in receivership, and the rule was stated that if a 
man mixes trust funds with his own, the whole will be 
treated as the trust property, except so far as he may be 
able to distinguish what is his own. That rule applies in 
an action against a solvent trustee, but not in an action 
against the receiver of an insolvent trustee to recover a 
trust fund, as shown by the cases above cited. If the 
Circuit Court, S. D. California, in San Diego Co. v. Cali¬ 
fornia National Bank, 52 F,. 59 (cited on page 30 of Ap¬ 
pellants’ brief), intended to extend the rule laid down in 
National Bank v. Insurance Co. to receivership cases, it 
is apparent from the later cases decided by the Supreme 
Court of the United States and by the Circuit Courts of 
Appeals, that the California Circuit Court was wrong. Davis 
v. Elmira Savings Bank, 161 U. S. 275, (cited on page 30 
of Appellants’ brief), did not involve any trust fund. The 
question under consideration in that case was a claim for 
preference under a state statute in a national bank re¬ 
ceivership. 

In making their argument that the bank was a trustee 
ex maleficio, Appellants are driven to concede, for the 
purpose of that argument, that the pledging by the bank 
of the securities sought to be recovered in this suit was 
illegal and void, because if such pledging had been valid 
the bank would not have been a trustee ex maleficio of the 
deposits. Both the allegations in the answer and the argu¬ 
ment in their brief that the bank was a trustee ex maleficio 
of the Postal Savings funds, are necessarily based upon the 
premise that the Woodlawn bank was without authority 
to pledge the securities sought to be recovered. 

The case presented by Appellants to this court, under 
Proposition II of their brief, is therefore as follows: Ap¬ 
pellants are withholding from the receiver certain assets 
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of the bank which were illegally turned over to them by 
the bank. They attempt to justify such withholding upon 
the ground that the bank was trustee ex maleficio of cer¬ 
tain moneys belonging to the Trustees aggregating $454,- 
793.04 which were illegally turned over to the bank. Neces¬ 
sarily, if Appellants illegally obtained possession of those 
assets, the receiver is entitled to recover them. (Texas 
(0 Pacific Tty. v. Putt or ff , 291 U. S. 245, 260-261; Marion 
v. Sneedeii. 291 U. S. 262, 272; People v. Wiersema State 
Bank. 361 Ill. 75, 94, 197 X. E. 537, 545.) Likewise, if the 
bank received moneys belonging to Appellants which the 
bank held as a trustee, Appellants would be entitled to 
recover such part of the trust fund as they can trace into 
the hands of the receiver, and a court of equity might, upon 
proper pleadings and adequate proof, require the receiver 
to pay to Appellants such portion, if any, of the trust 
fund as was traced into his hands, as a condition precedent 
to the return of the assets of the bank which are held by 
Appellants—not as enforcement of the illegal pledge, but 
in order to prevent a multiplicity of suits and to do equity 
between the parties. 

However, Appellants neither alleged nor proved the 
essential fact which was necessary to be found by the lower 
court in order to warrant that court in granting any relief 
to Appellants in this suit on the ground that the bank was 
a trustee <x maleficio of the money deposited in the bank 
to the credit of the Trustees. If the transaction constituted 
the bank as a trustee c.r maleficio. it was not sufficient 
merely to show that such deposits were made with tin* 
bank, but it was also necessary to allege and prove that 
all or some part of the trust fund claimed to have been 
created by the deposits came into the hands of the receiver. 
Xo allegation was made in Appellants’ answer, and no 
evidence was offered by Appellants to show, that the alleged 



trust fund or any part thereof ever came into the pos¬ 
session of the receiver. A showing that a certain amount 
of cash came into the hands of the receiver is not sufficient. 
In order to establish that the trust attached to such cash, 
proof must be made showing the smallest amount of cash 
held by the bank between the time of making the deposits 
and the closing of the bank, and the trust only attaches 
to that smallest amount. Xo such proof was made in this 
case. There was therefore nothing before the lower court 
which would have authorized it to insert in the decree in 
this case a provision that as a condition precedent to the 
return of the illegally pledged securities and their proceeds 
by Appellants to the receiver, the receiver should pay and 
deliver to the Trustees any trust fund, belonging to the 
Trustees, which the bank obtained as a trustee r.r walcficin. 


I 


While relying upon the claim that because the bank was J 
unauthorized to pledge its assets to secure deposits of 
Postal Savings funds, the bank became a trustee r.r malrji- j 
<10 of those deposits, Appellants entirely depart from ihe ! 
rules of law applicable to the recovery of trust funds in J 
bank receivership cases, and seem to treat the illegal pledge J 
as a valid pledge for the purpose of securing trust funds, | 
although Appellants claim that the deposits became trust | 
funds only because the pledge was illegal and void. Thus, I 
wholly ignoring the fact that this case involves the rights 
and obligations of the receiver of an insolvent bank, on page 
30 of their brief Appellants say that, under the circum-j 
stances shown in this case, the “Trustees could recover j 
the amount of deposit from the Bank as Trustee r.r wnlrfi -! 
rio, for the reason that title to such deposits never passed! 
out of the Trustees." That proposition may, for the pur¬ 
pose of this argument, be conceded as true, but it has no j 
application to this case. The question here is not what! 
rights Appellants could have enforced against the bank! 
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itself if the claim had been pressed against the bunk 
while it was solvent, but what rights Appellants have as 
against the receiver of the bank after insolvency. If suit 
is brought by a general depositor against a bank while 
solvent, such depositor is entitled to recover the full amount 
of his deposit from the bank, but he is not entitled to re¬ 
cover his deposit in full in receivership proceedings unless 
all other general depositors can he paid in full out of the 
i assets. Likewise, if a solvent bank holds a trust fund 
which it is not entitled to retain, the beneficiary is entitled 
to recover the whole trust fund from the bank, hut he is 
entitled to recover from the receiver of an insolvent bank 
only such part, if any, of the trust fund as he can trace 
into the hands of the receiver. 

Again, on pages .‘>4 and .‘to of their brief. Appellants 
claim a right to set off the alleged trust fund against the 
illegally pledged assets and their proceeds, and also con¬ 
tend that when and as the alleged trust funds were dissi¬ 
pated by the bank, the illegally pledged assets became sub¬ 
stituted in equity for the funds so dissipated. They further 
say that since they have the right to preference treatment 
of their trust deposits and stand ahead of general deposi¬ 
tors, the use of tin* collateral, as a general asset of the 
bank, to liquidate their preference claim cannot be ques¬ 
tioned. 

Those contentions have already been fully answered in 
this brief. The right to a set-off implies that each party 
has a cause of action against the other. Appellee's cause 
of action is to recover the illegally pledged assets and their 4 

proceeds. Appellants’ cause of action is to recover from 
the receiver such part, if any, of any trust fund held for 
them by the bank which they could show came into the 
hands of the receiver. They wholly failed to prove that 
any such trust fund came into the receiver's hands. There- ^ 
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fore they had no right of set-off against the receiver ? 
claim to the illegally pledged assets. 

The claim that the pledged assets secured a trust land 
which was dissipated by the bank is, in effect, asserting 
the validity of the pledge. Appellants have no right to 
preference treatment of their alleged trust deposits over 
general creditors. Any such preference would have ex¬ 
tended only to such part of the alleged trust deposits 
traced into the hands of the receiver, and no such tracing 
was made by Appellants. 

In substance, Appellants’ argument is that it can obtain 
the same advantage on account of the illegal pledge that 
it would have obtained if the pledge had been legal. It 
successful in this suit. Appellants will obtain an undue 
advantage and preference over other creditors ot the bank 
solely by reason of the illegal pledge, which has been con 
demned by the Supreme Court of the l ailed States and 
by the Supreme Court of Illinois, as shown under Proposi¬ 
tion 1 of this brief. 

On page Ho of their brief. Appellants say that they 
were entitled to a finding that these were trust deposits 
with the right at least to trace them into the bands of 
the receiver. Appellants did not request the trial court 
to make any such finding, nor did the court deprive Appel 
lants of any right to trace the alleged trust deposits into 
the hands of the receiver. Appellants offered no evidence 
to trace the alleged trust deposits into the hands of the 
receiver and consequently the court was not called upon 
to rule upon the admissibility or weight of any such evi 
deuce. Therefore, Appellants were not deprived by the 
trial court of any right to trace any trust deposits into 
the hands of the receiver. Evidently Appellants proceeded 
on the theory of their answer (T\. lb) that if, by receiving 
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the deposits, the hank became a trustee >./ ma1cfi<-io of the 
deposits, the return of the deposits by the receiver was 
a condition precedent to the right of return to the receiver 
of the securities pledged or the proceeds thereof, and that 
it was not incumbent upon the defendants to trace the 
alleged trust fund into the hands of the receiver. Mani¬ 
festly, Appellants cannot try their case in the trial court 
upon one theory, and then complain of the decree on the 
ground that if they had tried it on another theory, they 
might have been able to prove facts under which the lower 
court should have entered a decree different from that 
which was entered. There is no evidence in this record 
showing, nor did Appellants make any offer to show, that 
anv of the alleged trust funds came into the hands of the 
receiver. Appellants have therefore failed to show in this 
court of review that the trial court committed any error 
in not granting them affirmative relief which was neither 
requested by them nor justified by the evidence. 

V. 

The United States is not an indispensable party to this suit. 

Beginning on page 40 of their brief. Appellants contend 
that this suit is in essence against the United States and 
that the United States is an indispensable party. Reduced 
to a concrete statement. Appellants* contention is, that 
notwithstanding the fact that the Treasurer of the United 
States, who is also Treasurer of the Board of Trustees 
of the Postal Savings System (Sec. 750, Title .'10. U. S. 
Code), has in his possession assets of the Woodlawn Trust 
and Savings Bank which were illegally pledged by the 
bank to secure the deposit of Postal Savings funds, the 
receiver of the Woodlawn bank cannot recover those assets, 
for the use and benefit of the depositors and creditors of 
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the bank, because in order to do so he must bring a suit, 
either in form or in essence, against the l nited States, 
which suit necessarily cannot be maintained because the 
United States has not given its consent to be sued in any 
such case. 

Appellants’ argument in support of that contention 
seems to be based upon the following premises: (1) that 
the faith of the United States is solemnly pledged to the 
payment of deposits made by depositors in tlie postal 
savings depository offices, and, therefore, the l nited States 
may sustain loss by the return of the illegally pledged 
assets and their proceeds to the receiver: (2) that the 
pledged assets ordered returned to the receiver are held 
by the Treasurer of the United States: and (•!) that the 
Postal Savings System is an instrumentality of the Federal 
government, and that Congress has not authorized any suit 
against the Trustees of the Postal Savings System. It 
therefore seems most appropriate to answer the contention 
under three separate subdivisions of the general proposi¬ 
tion. 


( 1 ) 

The fact that the faith of the United States is pledged to the 
repayment of deposits in postal savings depository offices does 
not require that the United States be made a party to this suit. 

The first observation to be made in support ol this 
proposition is that the deposits in the Woodlawn bank 
were not made to the credit of the United States, or to any 
governmental department or officer thereof, but to the 
credit of the Trustees of the Postal Savings System (R. 
22) and as hereinabove shown under Proposition II of this 
brief, such deposits do not create a debt of the United 
States. 
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Appellants? refer this court to the certificate issued to 
the depositors, winch is reproduced on page 69 of tlie 
Addition to Record. The certificate in that respect is no 
different from the Act of Congress (Sec. 766, Title 39, 
U. S. Code). The certificate and the provision of the Act 
of Congress are merely to the effect that the United States 
guarantees the repayment of deposits made in postal sav¬ 
ings depository offices, with interest accrued thereon. How¬ 
ever. the fact that one is a guarantor of debts incurred 
by another in the operation of his business certainly does 
not require the guarantor to he made a party to a suit to 
recover assets illegally pledged to secure the deposit of 
funds of the debtor in a bank, even though recovery of the 
assets so illegally pledged may result in the guarantor 
being ultimately required to pay something under his guar¬ 
anty. As said in Annie Leka, Administratrix of the Estate 
of Mike Mesieli v. The United States. 69 Court of Claims 
Reports 79, the provision of the Act of Congress creating 
the Postal Savings System that the faith of the United 
States is solemnly pledged to the payment of the deposits 
made in Postal Savings depository offices, with accrued 
interest, means that the faith of the United States is 
pledged to make good any deficiency in case there is a 
deficiency in the funds, but that this does not mean that 
the l nited States can be sued by one of tin* depositors 
where there is no question about there being sufficient funds 
on deposit to meet the claim. Nowhere in this record does 
there appear any evidence showing that if the illegally 
pledged assets and their proceeds are returned to the re¬ 
ceiver of the bank, as required by the decree, there will not 
remain sufficient funds in the hands of the Trustees of the 
Postal Savings System to discharge all liabilities to de¬ 
positors. Therefore this record does not show that the 
United States is in any way financially affected by the 
decree in this case. 




61 


But even though an obligation of the United States to 
make good any deficiency in the funds of the Postal Sav¬ 
ings System to meet the obligations incurred bv the Trus- 
tees in the operation of the System might arise by reason 
of the return to the receiver of the Woodlavvn bank of the 
assets which were illegally pledged to secure deposits of 
Postal Savings funds in that bank and the repayment of the 
moneys credited to the Trustees on account of principal 
and interest received by the Treasurer from pledged assets, 
still that would not make a suit by the receiver of the 
bank against the Trustees and the Treasurer to recover 
the illegally pledged assets and the moneys received from 
pledged assets, a suit in essence one against the United 
States or require that the United States be made a party 
to that suit. 

Such obligation would be no greater than that incurred 
by reason of any loss that might result to the United States 
in any other kind of transaction in which the United States 
has an indirect interest. In the recent case decided by this 
court on October Ml, 1938 {Inland T Vat envoys ('orporatlon, 
<t al. v. ('an/ A. Harden, Receiver of Sat tonal Hank of 
Washi nyton, I). C.) this court said, with reference to a 
suit by the receiver of a bank against the United States 
Shipping Board Merchant Fleet Corporation to recover 
a preferential payment made on account of the pledge of 
assets by the bank to secure deposits of the Fleet Corpora¬ 
tion, that even though the United States, indirectly, would 
sustain loss because of the judgment entered in that cast* 
on account of the fact that tin* l liited States owned all of 
the stock of the Fleet Corporation, still the suit against 
the Fleet Corporation could not be regarded as a suit in 
which the United States was a necessary party. This court 
there said: 

“We think there is no substance to the contention 
that this is a suit against the United States. In the 
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Rhodes case ( O’Cormor v. Rhodes , 79 F. (2d) 146, 65 
App. D. C. 21) we denied a similar contention on be¬ 
half of the Alien Property Custodian. There is greater 
reason for denying it in the case of the Corporation for, 
notwithstanding the deposits consisted of moneys be¬ 
longing to or in which the United States were inter¬ 
ested, the contract itself was the contract of the Cor¬ 
poration; and the fact that the Corporation may not 
now possess any money nor be able to respond to a 
money decree against it may, as the Supreme Court 
said in the Sloan Shipyards case, affect the value of 
the remedy but not defeat the remedy itself. The 
receiver is not suing the United States but the Corpo¬ 
ration. ” 

Again in the same case, where it appeared that assets 
of a bank were pledged with the Secretary of War to secure 
the deposit in a bank of money order funds of the Panama 
Canal Zone, and suit was brought by the bank’s receiver 
against the Secretary of War and the Purchasing Officer 
of the Panama Canal to recover the proceeds of the assets 
so illegally pledged, this court said: 

“We think the United States are not indispensable 
parties to this suit and that this is not a suit against 
the United States. The argument is that the loss which 
will result from the recovery of the bonds or the pro¬ 
ceeds of the bonds will be the loss of the United States 
because of a moral obligation to repay the holders 
of deposit money orders, and that, in these circum¬ 
stances the United States are indispensable parties 
and have not consented to be sued. In O’Connor v. 
Rhodes we said on this point in the case against the 
Alien Property Custodian that the suit could not be 
defeated on the theory that it was one against the 
United States. We think this was right. If a suit 
were brought against the Alien Property Custodian 
for the recovery of seized property and the evidence 
showed that the Custodian had erroneously turned over 
the property to another person not entitled thereto, it 
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would be no defense to say that a judgment against 
the Custodian would, because of a moral obligation, 
have to be satisfied ultimately by the United States. 

Cf. Becker Steel Company v. Cummings, 296 U. S. 74. 

We think the same reasoning applies here. The pro¬ 
ceeds of the pledge sought to be recovered in this suit jyj, 
do not belong to the United States and have not been 
covered into the Treasury. Nor is there any law under 
which they can be so covered. The money which the 
Secretary of War has is money of the bank out of 1 
which all creditors are entitled to be paid ratably. In '%*. 
these circumstances it is of no consequence what the 
United States may or may not do about the deficiency 
in the Canal Zone postal funds, if one should exist. 

The question is rather, whether there was a valid au¬ 
thorization for the pledge. If there was not and the 
Secretary of War participated in a conversion of the 
bank’s assets, he must restore the bonds or refund the 
proceeds from their sale. The pledged bonds or their 
proceeds are in the hands of the Secretary of War, 
and the rule which we think the cases cited lay down 
requires him now to respond to judgment just as any 
other person who had participated in a preferential 
transfer would be compelled to respond.” 

So, in this case, neither the pledged assets nor the pro¬ 
ceeds of pledged assets belong to the United States and 
have not been covered into the Treasury, nor is there any 
law under which they can be so covered as funds of the 
United States. The securities which the Treasurer has 
are assets of the bank out of which all creditors are entitled 
to be paid ratably. In these circumstances it is of no 
consequence what the United States may or may not do 
about any deficiency in Postal Savings funds, if one should 
exist. The question is whether there was a valid authoriza¬ 
tion of the pledge. If there was not, the Treasurer must 
restore the pledged assets to the receiver of the Woodlawn 
bank, and the Trustees must refund the proceeds from the 
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illegally pledged assets which have been credited to their 
account by the Treasurer. 

Appellants say that they are not unmindful that in the 
Inland Waterways case this court held that the proceeds 
of the pledges sought to be recovered in that suit did not 
belong to the United States, and that it was of no conse¬ 
quence what the United States may or may not do about 
the deficiency in the Canal Zone Postal funds, if one should 
exist, but Appellants, with great deference, again assert 
that this suit is in essence against the United States. 
In effect, their contention is that the decision of this court 
in the Inland Waterways case was wrong. We say that 
the decision of this court in that case was right and in 
accordance with the decisions of the Federal courts be¬ 
ginning with U. S. Bank v. Planters' Bank , 9 Wheat. 904, 
decided more than 100 years ago. In that case the .juris¬ 
diction of the court was challenged in a suit brought against 
a bank on the ground that the State of Georgia was one 
of the incorporators and a member of the bank, and that 
the suit was, therefore, in effect, one against the State of 
Georgia and could not be maintained because the State 
was immune from suit. The contention in that case was 
obviously based on the ground that the State of Georgia 
would or might sustain some loss if the plaintiff prevailed, 
but the court said (p. 906): 

“A suit against the Planters’ Bank of Georgia is 
no more a suit against the State of Georgia, than 
against any other individual corporator. The State 
is not a party, that is, an entire party, in the cause.” 

And on page 907 the court further said: 

“It is, we think, a sound principle, that when a 
government becomes a partner in any trading com¬ 
pany, it devests itself, so far as concerns the trans¬ 
actions of that company, of its sovereign character, 









65 


and takes that of a private citizen. Instead of com¬ 
municating to the company its privileges and its pre¬ 
rogatives, it descends to a level with those with whom 
it associates itself, and takes the character which 
belongs to its associates, and to the business which is 
to be transacted. Thus, many States of this Union 
who have an interest in Banks, are not suable even in 
their own Courts; yet they never exempt the corpora¬ 
tion from being sued.” 

In that case it is apparent that the enforcement of a 
judgment against the Planters’ Bank would indirectly 
have affected the finances of the State of Georgia, just 
as the enforcement of the decree in this case may indirectly 
affect the finances of the United States, but, as said in the 
Planters’ Bank case, that does not bar a suit against 
parties who can be sued on the ground that a sovereign 
who cannot be sued without its consent may be affected 
financially by the outcome of the suit. The question whether 
a particular suit is one against the State, within the mean¬ 
ing of the Constitution, must depend upon the same prin¬ 
ciples that determine whether a particular suit is one 
against the United States. Tindal v. Wesley, 167 U. S. 204. 

Other cases holding that the fact that the United States 

mav sustain financial loss hv reason of the decree or judg- 
• • 

ment to be entered in the suit does not make it a necessary 
party are hereinafter cited under the other subdivisions 
of this general proposition. 
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( 2 ) 

The fact that the Treasurer of the United States is a party 
to this suit does not make the suit one against the United States 
or require that the United States be made a party. 

The Treasurer of the United States is, by the Act of 
Congress creating the Postal Savings System, constituted 
the Treasurer of the Board of Trustees. (Sec. 759, Title 
39, U. S. Code.) The assets delivered to him by the Wood- 
lawn bank were delivered to him merely as pledgee and 
not to be covered into the United States Treasury as prop¬ 
erty belonging to the United States or to be disbursed in 
accordance with any Act of Congress. He recognized the 
capacity in which he received those assets by issuing re¬ 
ceipts therefor which recited that he received them “in 
trust for this bank,” meaning in trust for the Woodlawn 
bank (R. 26, Add. R. 18). This suit against the Treasurer 
of the United States was, therefore, not one to recover 
funds or property of the United States in his hands, but 
was a suit to recover from him property which had been 
illegally pledged with him and which he holds as pledgee 
in trust for the Woodlawn bank to secure deposits to the 
credit of the Trustees—not deposits to the credit of the 
United States—in the Woodlawn bank, and which, because 
of such illegal pledging, it is his duty to return to the 
receiver of the Woodlawn bank. To say that such a suit 
against the Treasurer is in essence one against the United 
States, or that the United States is an indispensable party 
to such suit, is, in effect, saying that no suit can be brought 
against the Treasurer of the United States to recover money 
or property illegally held by him because such suit is one 
in essence against the United States or that the United 
States is an indispensable party to any suit against its 
Treasurer. Such is not the law, as shown by the following 
cases. 
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In Houston v. Ormes, 252 U. S. 469, a suit in equity was 
brought by Lockwood in the Supreme Court of the Dis¬ 
trict of Columbia to establish an equitable lien for at¬ 
torney’s fees upon a fund of $1,200 in the Treasury 
of the United States, appropriated by Congress to pay a 
claim found by the Court of Claims to be due to one 
Sanders, who was made defendant with the Secretary of 
the Treasury and the Treasurer of the United States. The 
principal contention was that because the object of the suit 
and the effect of the decree were to control the action of 
the Secretary of the Treasury and the Treasurer of the 
United States in the performance of their official duties, 
the suit was in effect one against the United States, but 
the Supreme Court held otherwise. The court said (p. 472): 

“But since the fund in question has been appropri¬ 
ated by act of Congress for payment to a specified 
person in satisfaction of a finding of the Court of 
Claims, it is clear that the officials of the Treasury 
are charged with the ministerial duty to make pay¬ 
ment on demand to the person designated. It is set¬ 
tled that in such a case a suit brought by the person 
entitled to the performance of the duty against the 
official charged with its performance is not a suit 
against the Government.” 

In Orinoco Co. v. Orinoco Iron Co ., 296 F. 965, this court 
had before it a case in which suit was brought by the 
Orinoco Iron Company against the Secretary of the Treas¬ 
ury and the Treasurer of the United States to recover 
moneys which had been paid into the Treasury of the United 
States as a trust fund to be distributed among the bene¬ 
ficiaries under a protocol between the United States and 
Venezuela whereby Venezuela agreed to pay to the United 
States $385,000 as damages resulting from the action of 
revolutionists in dispossessing certain concessionaires and 
the subsequent action of Venezuela in canceling the con- 
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cessions. The Secretary of the Treasury and the Treas¬ 
urer of the United States challenged the jurisdiction of 
the court on the ground that the suit was in essence a 
suit against the United States and that the United States 
was a necessary party, but this court said (p. 972): 

“The iron company is not seeking in this suit to 
recover anything from the United States. It is con¬ 
ceded, and properly so, that the money in question is 
held in the treasury as a trust fund. The government 
has no claim to it and it makes none. No matter what 
the outcome of the suit might be, the government would 
receive none of the fund. For this reason the suit is 
not against the United States, as argued by the ap¬ 
pellants. ” 

Upon appeal by the Secretary of the Treasury and the 
Treasurer of the United States, the Supreme Court, in 
Mellon v. Orinoco Iron Co., 266 U. S. 121, affirmed the de¬ 
cree of this court upon the authority of Houston v. Ormes, 
supra, 252 U. S. 469. 

To the same effect is Doerschack v. Mellon, 55 F. (2d) 
741, decided by this court in 1931. 

Likewise, in this case Appellee is not seeking to recover 
anything from the United States and in no event will the 
United States receive any of the proceeds of the pledged 
assets if the pledge is foreclosed by sale or collection of the 
assets by the Treasurer of the United States as pledgee. 
That part of such proceeds required to pay in full the 
deposits of Postal Savings funds in the Woodlawn bank 
would necessarily be paid over by the Treasurer to the 
Board of Trustees of the Postal Savings System and any 
balance remaining to Appellee. 

Haskins Bros. & Co. v. Morgenthau, 66 App. D. C. 178, 
cited on page 41 of Appellants’ brief, is not in point. In 
that case it was sought to recover by suit against the Secre- 
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tary of the Treasury, the Treasurer of the United States, 
and the Comptroller General, in their official capacities, 
process taxes which had been collected and covered into 
the Treasury. It required an act of Congress to authorize 
payment out of the Treasury, and therefore no court could 
direct their payment out of the United States Treasury. 

( 3 ) | 

The fact that the Postal Savings System is an instrumentality 
of the United States does not prevent a suit against the Trustees 
or make a suit against them a suit against the United States. 

This subdivision of the general proposition is closely 
related to the other subdivisions and the authorities cited 
under the other two subdivisions may be equally appli¬ 
cable to this subdivision, and, likewise, the authorities 
cited under this subdivision may be applicable to the other 
two subdivisions. 

The real parties in interest in this suit are the receiver, 
representing the general depositors and creditors of the 
Woodlawn bank, and the Trustees of the Postal Savings 
System, representing the depositors in postal savings de¬ 
pository offices. 

Appellants’ contention that a suit against the Trustees 
is in essence a suit against the United States seems to be 
based upon the theory that the Postal Savings System, 
which is not a legal entity, or the Trustees, consisting of 
individuals, or both combined, constitute an instrumentality 
of the Federal government, and that a suit against the 
instrumentality is a suit in essence against the United 
States. The same contention has been made in numer¬ 
ous cases in an attempt to defeat the enforcement of valid 
claims against instrumentalities of the Federal govern¬ 
ment, but has not met with favor by the courts unless 
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the effect of the judgment or decree to be entered would 
be to control or obstruct some governmental function of 
the Federal government or to affect funds or property 
admittedly belonging to the United States. 

The fact that the Postal Savings System is an instru¬ 
mentality of the United States does not render the Trus¬ 
tees immune from suit nor does it require the United 
States to be made a party to a suit against the Trustees. 
The Bank of the United States was an instrumentality of 
the United States, ( McCullough v. State of Maryland , 4 
Wheat. 316), and yet the United States Supreme Court 
said that the United States was not a party to suits 
brought by or against the Bank. ( U . S. Bamk v. Planters’ 
Bank , 9 Wheat. 904, 908.) National banks are instru¬ 
mentalities of the United States, ( Farmers’ etc. Nat. Bank 
v. D earing, 91 U. S. 29, 33), but the right of a plaintiff 
to sue a national bank to recover moneys or securities 
has never been denied on the ground that the bank is an 
agency or instrumentality of the United States and that, 
therefore, the suit is, in effect, or in essence, one against 
the United States; nor has it ever been held that the 
United States is a necessary party to a suit against a 
national bank where the only relief sought is against the 
bank itself. On the contrary the liability of national banks 
to be sued for debts was expressly stated in National 
Bank v. Commonwealth, 9 Wall. 353, and in Davis v. El¬ 
mira Savings Bank, 161 U. S. 275, 279. 

Many other cases have followed the rule that a suit 
against an instrumentality of the United States is not a 
suit against the United States, nor is the United States 
a necessary party to such suit, even though the United 
States may sustain financial loss by reason of the enforce¬ 
ment of the judgment or decree entered in the suit. Thus 
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the United States Shipping Board Emergency Fleet Cor¬ 
poration was an instrumentality of the United States and 
all of its capital stock was owned by the United States 
and was paid for out of its treasury. It was sued many 
times and persistently contended that a suit against it 
was a suit against the United States because it was a mere 
agency of the United States and the United States owned 
all of its capital stock. The contention was denied by 
the courts. Lord & Burnham Co. v. U. S. Shipping Board 
Emergency Fleet Corporation, 265 F. 955; Sloan Ship¬ 
yards v. U. S. Fleet Corp., 258 U. S. 549; Providence 
Engineering Corp. v. Downey Shipbuilding Corp., (C. C. 
A. 2) 294 F. 641. 

In Sloan Shipyards v. U. S. Fleet Corp., supra, 258 
U. S. 549, the court said (pp. 566-567): 

“The sovereign properly so called is superior to j 
suit for reasons that often have been explained. But 
the general rule is that any person within the juris¬ 
diction always is amenable to the law. If he is sued 
for conduct harmful to the plaintiff his only shield is j 
a constitutional rule of law that exonerates him. Sup¬ 
posing the powers of the Fleet Corporation to have 
been given to a single man we doubt if anyone would 
contend that the acts of Congress and the delegations ■ 
of authority from the President left him any less ' 
liable than other grantees of the power of eminent 
domain to be called upon to defend himself in court. 
An instrumentality of government he might be and 
for the greatest ends, but the agent, because he is ! 
agent, does not cease to be answerable for his acts. | 
Osborn v. Bank of United States, 9 Wheat. 738, 842, 
843; United States v. Lee, 106 U. S. 196, 213, 221. | 
The opposite notion left some traces in the law, 1 j 
Roll. Abr. 95, Action sur Case, T., but for the most 
part long has disappeared. 

“If what we have said is correct it cannot matter 
that the agent is a corporation rather than a single 


I 



72 


man. The meaning of incorporation is that you have 
a person, and as a person one that presumably is 
subject to the general rules of law.” 

What the court said in that case certainly applies to a 
suit against the Trustees of the Postal Savings System. 
Instead of creating a corporation, the Act of Congress 
created a board of trustees, consisting of persons, who 
are answerable for their wrongful acts, and "who can be 
sued in their capacity as trustees without any express 
power as in the case of corporations. 

In Panama R. Co. v. Mirmix, (C. C. A. 5) 282 F. 47, 
the court said (p. 49): 

“The liability of the Panama Railroad Company to 
suit, as any other railroad company, and its prop¬ 
erty to seizure, is not affected by the fact that the 
United States is the sole stockholder.” 

In the brief of the Attorney General filed on behalf of 
the Fleet Corporation in Sloan Shipyards v. XJ. S. Fleet 
Corporation, 258 U. S. 549 (555-560), the Attorney Gen¬ 
eral classified into five general classes the suits which, 
although brought against an officer or agent of the Gov¬ 
ernment, are not considered suits against the sovereignty, 
citing cases falling within each class. His fifth class is 
as follows: 

“(5) To recover specific property, real or personal, 
because of the present wrongful action of an official, 
in good faith, and under color of office, unlawfully 
withholding plaintiff’s property under the erroneous 
belief that the law authorized such withholding.” 

In Osborn v. U. S. Bank, 9 Wheat. 738, the United States 
Supreme Court said (p. 870): 

“Where the right is in the plaintiff, and the pos¬ 
session in the defendant, the inquiry cannot be 
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stopped by the mere assertion of title in a sovereign. 
The Court must proceed to investigate the assertion, 
and examine the title.” 

i 

In Sloan Shipyards v. U. S. Fleet Corporation, supra, 
258 U. S. 549, the court said with reference to the liabil¬ 
ity of the Fleet Corporation to be sued (pp. 567-568): 

“The plaintiffs are not suing the United States but 
the Fleet Corporation, and if its act was unlawful, 
even if they might have sued the United States, they 
are not cut off from a remedy against the agent that 
did the wrongful act.” 

| 

In United States v. Lee, 106 U. S. 196, the Supreme 
Court, in an exhaustive opinion, considered the question 
whether an ejectment suit against individuals holding 
land as officers and agents of the United States, could be 
maintained, and held that it could be maintained and that 
the suit was not one in essence against the United States. 
The court said (pp. 207-208): 

“On the other hand, while acceding to the general 
proposition that in no court can the United States be 
sued directly by original process as a defendant, there 
is abundant evidence in the decisions of this court 
that the doctrine, if not absolutely limited to cases in 
which the United States are made defendants by 
name, is not permitted to interfere with the judicial 
enforcement of the established rights of plaintiffs 
when the United States is not a defendant or a neces¬ 
sary party to the suit.” 

The court quoted the following from Davis v. Gray, 16 
Wall. 203 (p. 215): 

“ ‘Where the State is concerned, the State should 
be made a party, if it can be done. That it cannot 
be done, is a sufficient reason for the omission to do 1 
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it, and the court may proceed to decree against the 
officers of the State in all respects as if the State 
were a party to the record. In deciding who are 
parties to the suit, the court will not look beyond the 
record. Making a State officer a party does not make 
the State a party, although her law may have 
prompted his action, a-nd the State may stand behind• 
him as a real party in interest. * * * ’ 

“Though not prepared to say now that the court 
can proceed against the officer in ‘all respects’ as 
if the State were a party, this may be taken as in¬ 
timating in a general way the views of the court at 
that time.” (Italics ours.) 

After referring to several cases theretofore decided, 
the court said (pp. 215-216): 

“This examination of the cases in this court estab¬ 
lishes clearly this result: that the proposition that 
when an individual is sued in regard to property 
which he holds as officer or agent of the United States, 
his possession cannot be disturbed when that fact is 
brought to the attention of the court, has been over¬ 
ruled and denied in every case wffiere it has been 
necessary to decide it, and that in many others where 
the record shows that the case as tried below actu¬ 
ally and clearly presented that defence, it was neither 
urged by counsel nor considered by the court here, 
though, if it had been a good defence, it would have 
avoided the necessity of a long inquiry into plain¬ 
tiff’s title and of other perplexing questions, and 
have quickly disposed of the case. And we see no 
escape from the conclusion that during all this period 
the court has held the principle to be unsound, and 
in the class of cases like the present, represented by 
Wilcox v. Jackson , Brown v. Huger, and Grisar v. 
McDowell, it was not thought necessary to re-examine 
a proposition so often and so clearly overruled in 
previous well-considered decisions.” 








It would unduly and unnecessarily prolong this brief t0 
quote from the numerous decisions holding th rt * A 
against an instrumentality of the United S^ tes or against j 
an officer of the United States i® ^ necessanh a s\nt 
against the United States (" a suit to which the United 
States is a necessary party. We, therefore, merely refer 
to additional case® la which it was so decided as follows: 
Federal Sugar Ref. Co. v. U. S. Sugar Equalization j 
Board, Inc., 268 F. 575; Providence Engineering Corp. v. j 
Downey Shipbuilding Corp. (C. C. A. 2), 294 F. 641; ! 

Merchants Fleet Corp. v. Harwood, 281 U. S. 519; Panama 
R. Co. v. Curran, 256 F. 768; Philadelphia Co. v. Stimson, j 
223 U. S. 605; and, finally, Inland Waterways Corpora- ! 
tion, et al. v. Hardee, Receiver, decided by this court on 
October 31, 1938, and not yet reported. £ ^ 

Bell-Dowlen Mills v. Draper, 83 S. W. (2d) 247, cited on ! 
page 43 of Appellants’ brief, does not contain any deci- i 
si on of a court that a suit cannot be maintained against 
the Trustees of the Postal Savings System because it is 
an agency or instrumentality of the United States, but 
the decision in that case was based entirely upon a con- | 
cession made by the plaintiff in that suit that process | 

l 

could not be issued by a Tennessee court against the I 
Trustees of the Postal Savings System. 
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CONCLUSION. 


This coart should affirm the a<**ree of the District 
Court because there was no error by thut court in enter¬ 
ing the decree. 


Homer D. Dines, 

John D. Cooke, Jr., 

122 South Michigan Avenue, 
Chicago, Illinois. 

Llewellyn A. Luce, 

937 Munsey Building, 
Washington, D. C. 

Attorneys for Appellee. 
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APPENDIX. 


Act of June 25, 1910, c. 386, 36 Stat. 814-819. 

Section 1 as originally adopted in part provides: 

“That there be, and is hereby, created a board of 
trustees for the control, supervision, and administra¬ 
tion of the postal savings depository offices designated 
and established under the provisions of this Act, and 
of the funds received as deposits at such postal sav¬ 
ings depository offices by virtue thereof. Said board 
shall consist of the Postmaster-General, the Secre¬ 
tary of the Treasury, and the Attorney-General, sev¬ 
erally, acting ex officio, and shall have power to make 
all necessary and proper regulations for the receipt, 
transmittal, custody, deposit, investment, and repay¬ 
ment of the funds deposited at postal savings deposi¬ 
tory offices.” 

Section 3 as originally adopted: 

“That said board of trustees is hereby authorized 
and empowered to designate such post-offices as it may 
select to be postal savings depository offices, and each 
and every post-office so designated by order of said 
board is hereby declared to be a postal savings de¬ 
pository office within the meaning of this Act and to 
be authorized and required to receive deposits of funds 
from the public and to* account for and dispose of 
the same, according to the provisions of this Act and 
the regulations made in pursuance thereof. Each 
postal savings depository office shall be kept open 
for the transaction of business during such hours as 
the Postmaster-General, with the approval of the 
board of trustees, shall direct.” 

Section 7 as originally adopted: 

“That interest at the rate of two per centum per 
annum shall be allowed and entered to the credit of 
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each depositor once in each year, the same to be com¬ 
puted on such basis and under such rules and regula¬ 
tions as the board of trustees may prescribe; but in¬ 
terest shall not be computed or allowed on fractions 
of a dollar: Provided , That the balance to the credit 
of any one person shall never be allowed to exceed 
five hundred dollars, exclusive of accumulated in¬ 
terest.” 

Section 8 as originally adopted: 

“That any depositor may withdraw the whole or 
any part of the funds deposited to his or her credit, 
with the accrued interest, upon demand and under 
such regulations as the board of trustees may pre¬ 
scribe. Withdrawals shall be paid from the deposits 
in the State or Territory, so far as the postal funds 
on deposit in such State or Territory may be suffi¬ 
cient for the purpose, and, so far as practicable, from 
the deposits in the community in which the deposit 
was made. No bank in which postal savings funds 
shall be deposited shall receive any exchange or other 
fees or compensation on account of the cashing or 
collection of any checks or the performance of any 
other service in connection with the postal savings 
depository system.” 

That portion of Section 9 (39 U. S. Code, 759) omitted 
by Appellants in their Appendix at page 48: 

“If one or more member banks of the Federal re¬ 
serve system exists in the city, town, village, or lo¬ 
cality where the postal savings deposits are made, 
such deposits shall be placed in such qualified mem¬ 
ber banks substantially in proportion to the capital 
and surplus of each such bank, but if such member 
banks fail to qualify to receive such deposits, then 
any other bank located therein may, as hereinbefore 
provided, qualify and receive the same. If no such 
member bank and no other qualified bank exists in 
any city, town, village, or locality, or if none where 
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such deposits are made will receive such deposits on 
the terms prescribed, then such funds shall be de¬ 
posited under the terms of this chapter in the bank 
most convenient to such locality. If no such bank in 
any State or Territory is willing to receive such de¬ 
posits on the terms prescribed, then such funds shall 
be deposited with the treasurer of the board of trus¬ 
tees and shall be counted in making up the reserve 
of 5 per centum. Such funds may be withdrawn from 
the treasurer of said board of trustees, and all other 
postal savings funds, or any part of such funds, may 
be at any time withdrawn from the banks and savings 
depository offices for the repayment of postal savings 
depositors when required for that purpose.” 

Section 10 (39 U. S. Code, 760): 

“Any depositor in a postal savings depository may 
surrender his deposit, or any part thereof, in sums 
of $20, $40, $60, $80, $100, and multiples of $100 and 
$500, and receive in lieu of such surrendered deposits, 
under such regulations as may be established by the 
board of trustees, the amount of the surrendered de¬ 
posits in United States coupon or registered bonds 
of the denominations of $20, $40, $60, $80, $100, and 
$500, which bonds shall bear interest at the rate of 
2 y 2 per centum per annum, payable semiannually, 
and be redeemable at the pleasure of the United 
States after one year from the date of their issue and 
payable twenty years from such date, and both prin¬ 
cipal and interest shall be payable in United States 
gold coin of the present standard of value. The 
bonds herein authorized shall be issued only (first) 
when there are outstanding bonds of the United States 
subject to call, in which case the proceeds of the 
bonds shall be applied to the redemption at par of 
outstanding bonds of the United States subject to 
call, and (second) at times when under authority of 
law other than that contained in this chapter the 
Government desires to issue bonds for the purpose 
of replenishing the Treasury, in which case the issue 
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of bonds under authority of this chapter shall be in 
lieu of the issue of a like amount of bonds issuable 
under authority of law other than that contained in 
this chapter. The bonds authorized by this chapter 
shall be issued by the Secretary of the Treasury 
under such regulations as he may prescribe. The 
authority contained in section 759 of this title for the 
investment of postal savings funds in United States 
bonds shall include the authority to invest in the 
bonds herein authorized whenever such bonds may 
be lawfully issued. The bonds herein authorized shall 
be exempt from all taxes or duties of the United 
States as well as from taxation in any form by or 
under State, municipal, or local authority. No bonds 
authorized by this chapter shall be receivable by the 
Treasurer of the United States as security for the 
issue of circulating notes by national banking associa¬ 
tions.” 

Section 12 (39 U. S. Code, 762): 

“Postal savings depository funds shall be kept 
separate from other funds by postmasters and other 
officers and employees of the Postal Service, who shall 
be held to the same accountability under their bonds 
for such funds as for public moneys; and no person 
connected with the Post Office Department shall dis¬ 
close to any person other than the depositor the 
amount of any deposits, unless directed so to do by 
the Postmaster General. All statutes relating to the 
safekeeping of and proper accounting for postal re¬ 
ceipts are made applicable to postal savings funds, 
and the Postmaster General may require postmasters, 
assistant postmasters, and clerks at postal savings 
depositories to give any additional bond he may deem 
necessary . 9 9 












